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Ground Soldier—Essential Role in Korea 





FORTIFIED WITH 


ALCOA ALUMINA 


THIS REFRACTORY 


BRICK HAS A 


WIDER RANGE 





OF USEFULNESS 





Refractories made from fire clay, 
diaspore, kyanite and sillimanite are 
improved by fortifying their natural 


Arcos Alu- 


alumina content with 


mina. Their maximum operating 
temperatures are raised .. . high- 
temperature, load-bearing strengths 
are increased . . . and resistance to 
chemical attack is greater. These im- 
provements give the refractories a wider 
range of usefulness! 

Performance characteristics im- 
prove in almost direct ratio to the 
alumina content of each refractory. 

Fortifving refractories with ALCOA 


Alumina is easy. But to obtain the 


maximum service qualities, the 
erade of ALCOA Alumina most suited 
to the job should be used. 

We do not make refractories, but 
we shall be glad to discuss with you 
the characteristics and properties of 
the various grades of Atcoa Alu- 
mina, and recommend the one best 
suited to your purpose. Write to 
ALUMINUM COMPANY OF AMERICA, 


Cuemicats Diviston, 601H Gulf 


Building, Pittsburgh 19, Pa. 


“Chemica 


ALUMINAS and FLUORIDES 


+ CALCINED ALUMINAS + HYDRATED 
LOW SODA ALUMINAS 
SODIUM 
GALLIUM 


ACTIVATED ALUMINAS 
ALUMINAS TABULAR ALUMINAS 
ALUMINUM FLUORIDE SODIUM FLUORIDE 

ACID FLUORIDE + FLUOBORIC ACID - CRYOLITE - 
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For FACTORIES » WAREHOUSES - MACHINE SHOPS 


ODAY’S urgent construction 
jobs can be completed faster 
with Quonset buildings. 


Quonsets give you more than speed. 
You get maximum economy of ma- 
terial, all-steel fire safety, adapta- 
bility, construction ease, and the 
durability of N-A-x alloy steel. 


Today’s Quonset is the product of 
widespread experience gained in 
use by the Armed Forces in World 
War II, plus experience acquired 
by industry, agriculture and com- 
merce in peacetime. Under any 
circumstances, Quonsets are the 
best bet in buildings. 


Quonset dealers are located all 
over America. For information, 
see the one nearest you. Or, write 
us or phone VInewood 3-8000 in 
Detroit. 


GREAT LAKES STEEL CORPORATION 


Stran-Steel Division * Ecorse, Detroit 29, Mich. 


The Arco Company, producer of in- 
dustrial paint, needed maximum fire 
safety for its lacquer manufacturing 
division at Cleveland. It chose 
Quonset buildings, centering pro- 
duction in the Quonset 40x80 in 
foreground. Nitrocellulose and other 
combustibles are stored in nearby 
smaller Quonsets. 


UMEETE 


STORAGE BUILDINGS 


STRAN-STEEL AND QUONSET 
REG. U.S. PAT. OFF. 


a Typical of Quonset’s easy adap- 


tation to industrial needs, the 
National Steel Products Com- 
pany’s new Houston warehouse, 
completed this July, covers over 
five acres. 


88,000 SQUARE FEET OF STORAGE SPACE 
COMPLETELY BUILT IN ONLY 45 DAYS 
—This grain storage depot at Beres- 
ford, S.D., was part of last fall’s 
Department of Agriculture pro- 
gram. More than 2,500 Quonsets 
were erected at 803 different mid- 
western locations, providing storage 
space for over 80 million bushels. 
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The March of the News 





The one-man band. Jacob A. Malik 
is a somber-mannered Russian with a 
flair for histrionics . . . Last week he was 
appearing in the role of a quick-change 
artist with a slow act . . . At one moment 
he was president of the U.N. Security 
Council . . . At the next he was Russia’s 
delegate . . . While the casualty lists from 
Korea mounted, he bounced back and 
forth between these two roles, carrying 
on a tidy parliamentary debate with him- 
self that got nowhere. 

It might have been funny, but United 
Nations delegates were not amused .. . 
They were in a hurry to stop the Korean 
war, if possible, and patience with Mr. 
Malik and his act was wearing tissue thin. 


Hurry up. Everywhere, the mood was 
for action, not words . . . President Tru- 
man asked Congress for more stringent 
espionage laws . . . The Senate went him 
one better . . . It voted in favor of death 
for peacetime spies . There was senti- 
ment for more drastic taxes than Mr. 
Truman favors . . . for more rigid controls 
than he wants. . . for a bigger arms pro- 
gram than the one under way. 

Congress was moving faster than Presi- 
dent Harry Truman And, even so, 
Congressmen weren't sure they were 
moving as fast as the U.S. public wanted. 



















All-girl trio. During World War II 
Americans in North Africa heard Berlin’s 
“Axis Sally” . In the Pacific they lis- 
tened to “Tokyo Rose” . Last week, 
over the North Korean radio, came a soft, 
feminine voice imploring U.S. troops to 
go back home . The GI’s promptly 
nicknamed this one “Seoul City Sue”— 
and went right on fighting. 


Goodbye again. Rumple-haired Henry 
A. Wallace found himself in a familiar 
role last week . . . Once again, he was a 
man without a party . Politically, he 
didn't know where to turn at this mo- 
ment in what he liked to call “the cen- 
tury of the common man” . . . So he went 
to work on his farm. 


Two years ago, Henry Wallace quit 
the Democratic Party . He helped to 
organize a Progressive Party and ran for 
President on what his enemies dubbed 
the “be kind to Stalin” platform . . . Can- 
didate Wallace was sometimes greeted 
with ripe tomatoes, rotten eggs, riots and 
—in the end—a paltry 1,156,000 votes. 

After the election the Progressive Party 
went on, inching steadily closer to the 
Moscow line . When war started in 
Korea, the Progressives—like the Kremlin 
—blamed it all on the U.S... . Finally, 
Henry Wallace had enough. 

Last week, as he had once quit the 
Democrats, Mr. Wallace quit the Pro- 
gressives . . . His reason: “I can more ef- 
fectively serve the cause of peace by re- 
signing”... Actually, the resignation was 
anticlimactic . . . Ninety-eight per cent of 
the party’s State committeemen were on 
record against him . . . The Progressives 
had quit Henry Wallace weeks before 
Henry Wallace quit the Progressives. 


Cowboy’s lament. Henry Wallace’s 
running mate in 1948 was a singing cow- 
boy from Idaho, Senator Glen H. Taylor 

. Like Wallace, he quit the Democrats 
to sign on with the third party . . . Unlike 
Wallace, Taylor came scurrying back to 
the Democratic banner after election and 
acted as though he'd never been away. 

Last week he ran for Democratic re- 
nomination to the Senate . . . On the basis 
of unofficial returns, he lost to former 
Senator D. Worth Clark . . . But it would 
take the official tabulation to show just 
where Glen Taylor stood with Idaho's 
Democrats. 


Atom split. Since 1947, Carroll L. Wil- 
son had been general manager of the 
U.S. atomic industry . Last week he 
said he didn’t have confidence in Chair- 
man Gordon Dean, of the Atomic Energy 
Commission, and quit . .. Dean wouldn't 
comment, but Senators who watch the 
atom program would . . . Several of them 
as much as said Wilson’s departure was a 
fine thing . . . But none said exactly why. 
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"Whats going on?” 
They fixing something ?” 
Whats that thing. for?” 
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That thing is for more and better Bell telephone service. 
It’s a piece of central office dial switching equipment made 
by Western Electric. 


Making telephone equipment for the Bell System is 
Western Electric’s job—has been for 68 years. We don’t 
make toasters or washing machines or electric ranges. 
We make telephone equipment—good equipment that 
helps give you good service at low cost. 


Because Western Electric is a unit of the Bell System, our 
people who make telephone equipment work shoulder- 
to-shoulder with Bell Laboratories people who design it 
and Bell telephone people who operate it. Together we 
strive to make your service the best on earth—at the 
lowest possible cost. 











Yes, all the way from prairie to platter, 
your juicy steak depends on coal! First, coal pro- 
vides the power for transportation and the heat 
and steam used in processing. Then it generates 
electricity to run the refrigeration equipment... 
and finally, chances are you cook your steak with 


gas or electricity generated from coal! 


America’s meat packers, alone, use more than 
1% million tons of coal a year. And, for the whole 
food industry, the total zooms to more than 12 


million tons. 


The food industry, like other big coal users— 
textiles, rubber, chemicals, steel and railroads— 
gets the particular kinds of coal which it requires. 
And America’s progressive coal operators are con- 
tinually seeking new ways to help their customers 
get even more heat and power from the coal they 
buy. To this end, they are investing huge sums 
of money in research, new mine properties, and 
new preparation plants. 





Improv ed furnaces under America’s newest in- 
dustrial boilers today produce four times as much 
power per ton of coal as they did thirty years ago. 


America’s industrial progress has been built on 
coal. America’s defense security depends on coal 

. as two world wars have clearly proved. To 
supply power, light and heat for the nation in war, 
coal is the only fuel in sufficient supply. 


@ Coal seeks no special favors—needs no gov- 
ernment interference—wants only fair competitive 
conditions. The continuing use of coal by Ameri- 
can industry and in American homes will keep the 
industry vigorous and healthy—always ready and 
able to serve the nation. 


BITUMINOUS a& COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON 5, D. C. 
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Time is running out for Stalin, if he intends big war this year. 

August, a war month, is going fast. September, still time, is nearing. 
After that, it's late. The season turns after harvest. Weather gets bad for war. 
War moves, to date, are not showing in Europe. Mobilization signs are 

lacking in Russia, in satellite states. Russians, in Europe, show caution. 
Odds, as a result, seem strongly against World War this year. 
Next year? Nobody can say now. U.S., next year, will be growing strong. 
Stalin's last big chance for a pushover may be passing. He may be missing the 
boat. War time in 1951 won't offer the same chance that war time, 1950, did. 








Korea, by itself, is problem enough for this year. 

War in Korea, though, may be Russia's big mistake. U.S., pushed around by 
a tenth-rate army, is learning its lesson; is seeing its weakness. | 

U.S., gradually, will build an army. Big bombers, as the magic weapon, 
will no longer dominate all planning. Atom bombs, important, still won't be 
taken as a guarantee of security. Armies, navies will come back to standing. 

Korean war will be long, into 1951. It will be costly. Casualty lists will 
grow. Costs, sacrifices of those who fight will not be lost. They will alert 
the country to its weakness, to the need for more defenses. 























Formosa? Is it next for 1950? Maybe, but odds seem against it. 
Communist China, watching Korea, may not want to test U.S. 

Oversea invasion, in face of the U.S. Navy, is not simple. 

Korea, probably, is to be a localized war. Formosa will hang fire. 








War, even if localized, even if short, won't be followed by disarmament. 

Mobilization, starting, will keep up; will end in U.S. armed forces that are 
permanently large. Arms cost of 30 billions a year may become normal. 

Armed forces, under 1.5 million before Korea, will be kept at 2.5 to 3 
million after Korea. A large standing Army is coming back to stay. 

Draft, very probably, will become permanent. UMT, universal service for 
youth, is becoming highly probable. UMT will give some training for all. Draft 
will fill any holes that develop in the ranks of regular services. 

Military requirements, defense, will get more national attention; will be 
less of a political football. Military leaders in the future will tend to be 
chosen less for political ability, more for military ability. Less time of the 
Staff Chiefs will tend to be devoted to politics, more to military matters. 








Danger, big arms spending will affect the whole long-range outlook. 

Depression no longer need be a worry for as long as anyone can foresee. 
Inflation, not deflation, is back again as a matter of major concern. 

Wage trend is to continue upward. Price trend is to be upward. Jobs will 
be quite plentiful. Unemployment will not soon become a problem. 

Individual incomes, rising sharply, will tend to bump against limited sup- 
ply of some goods. Inflation controls, as a result, will be forced in mild form. 


Runaway inflation is not in sight. Price rise averaging 8 to 10 per cent prob- 
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NEWSGRAM--TOMORROW-- (Continued) 





































ably is the most to look for, barring a big war. That's from the pre-Korea level, 
Taxes will be higher, of course. Individuals will pay about 15 per cent 
more income tax. Corporations, will, too. Tax rise for corporations will take 
effect as of July 1, for individuals will take effect as of October l. 
Excess-profits tax, coming next year, will be mild, not drastic. 
Revenue, to rise, will not cover all probable outgo. Outgo in years after 
this one, which ends next June 30, will probably level out above 50 billions. 
Deficits, continuing, are likely to average 3 to 5 billion dollars. 
Government, growing bigger again, will remain bigger. There'll be more 
jobs of regulation, more demands on man power for military service, more taxes. 
The postwar effort to get back to "normalcy" failed. The trend is toward a mild 
type of controlled economy, with Government calling the signals. 











Pay raises will still be permitted in the period ahead. Salary raises, 
given now, are not likely to be rolled back. Wage rates will go on rising. 

Salary controls, once restored, will allow for merit increases, for pay 
raises with promotions, for length-of-service increases, others. There will be 
no firm freeze of wages or salaries. Bonus plans, established, won't be upset. 











Civilians will have plenty of things to buy with their incomes. 

New cars are likely to total at least 5.5 million in 1951. That's a boom 
number, above any year but 1950. Appliances will be turned out in big volume, 
even if not big enough to satisfy all demand. Television sets at 4 to 5 million 
will be available. Food will be abundant. Clothes will be, too. Services of 
many kinds will be superabundant. Gasoline will be adequate for neeas. 
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Panic buying, subsiding, will fall off more. Buyers, rushing out of money 
into goods, have managed to find plenty of most kinds of goods. 

Buying, as a consequence, is more orderly now. Level of buying, even so, 
is high and is to remain quite high. Trade of department stores is expected to 
level out at 10 per cent or more above the level before Korean war began. 





Stock market reacted violently to war, then recovered much of the loss. 
Stock prices, from here on, are to relate quite closely to tax outlook. 
Profits, before taxes, will be assured on a high scale for much of industry. 
Tax take from profits will be higher. Money needs of business will be higher, 
too, to finance bigger inventories, bigger pay rolls, plant expansion. 
Dividends, in 1951, are likely to reflect tax increase, bigger needs for 
operating capital. Dividend outlook, for many companies, is not as bright as it 
was, although bright by comparison with past years. 1 
The kind of excess-profits tax to come in 1951 and the rate of tax will tend 0 
to be a major influence in the market for stocks. 
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Reserves, being called up more rapidly, will find deferments difficult to 
get. National Guardsmen will find the same thing. 

Draft deferments are less restricted. Each board is the real boss. 

You get details of deferment procedure on page 20. 








Top U.S. defense and military leaders, muffing the ball, are to come in for 
more and more criticism as time goes on, as errors show more clearly. 








U.S. Joint Chiefs, it turns out, were "yes men." They sold U.S. public on 4 
the idea that this country was strong, that it had magic weapons, that it could , 
deal with any situation anywhere in jig time. Politicians wanted that. 0 

Experience showed them wrong. They guessed wrong on where war would come. j e 
They guessed wrong on the kind of war, on weapons needed, on training of men. d ; 
Military leaders were so busy fighting each other and selling the country on , n 
easy ways to win wars that they looked a little foolish when the blow fell. : 
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1. Every day the people of the United 
States use up 6 million barrels of petro- 
leum.* In order to refine that petroleum 
into useful products the American oil 
companies have built 375 refineries at a 
cost of 415 thousand million dollars.Union 
Oil’s four refineries, for example, repre- 
sent a total investment of $96 million. 


*Each barrel contains 42 gallons. 
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2. Obviously, no company in its right 
mind is going to lay out 25 or 30 or 100 
million dollars for a refinery unless that 
company has an assured supply of crude 
oil to keep the refinery operating. Neither 
can it do so unless it has some marketing 
setup through which it can sell the refin- 
ery’s finished products to the public. 


ny 





3. Consequently, the oil industry has 
tended to develop along the lines of “‘in- 
tegrated’’ companies — companies that 
produce, refine and market oil under one 
organization. Union Oil is one of those 
“‘integrated’’ companies. And there are 
104 more in the U.S. — all competing vig- 
orously with each other. 


TRANSPORTATION 
COMPANY 





4. in addition to these ‘“‘integrated” 
companies, there are some 34,000 others, 
large and small, which specialize in only 
one or two phases of the oil business. The 
existence of ‘‘integrated’’ companies is 
of vital importance to these specializing 
companies. For it enables them to find 
markets for their products and services, 
and/or products for their marketing 
operations. 


How to sabotage America’s 
Oil Industry 








5. Recently, the Department of Justice 
has indicated its desire to break up the 
“integrated’’ oil companies because they 
are ‘‘too big.’” The Department would 
like to force all companies to confine their 
activities to one or two phases of the 
business. In view of this, we’d like to ask 
two questions: First, if a company is not 
permitted by law to market its own prod- 
ucts, who is going to risk his capital in the 
costly refinery improvements America 
will need for the better products of 
tomorrow? 





6. Second, if a company can’t contract 
for a sure supply of crude, who is going 
to risk his capital in the additional refin- 
eries we will need for the increased popu- 
lation of the future? If this is the opening 
wedge or a campaign to nationalize the 
oil industry, we can understand the De- 
partment’s actions. If not, it is one of the 
surest ways we can think of to sabotage 
America’s oil progress. 


UNION OFTL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union Oil Company, is dedicated to a 
discussion of how and why American business functions. We hope you'll 
feel free to send in any suggestions or criticisms you have to offer. Write: The 


President, Union Oil Company, Union Oil Building, Los Angeles 17, Calif. 
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Johnson Resigning? . . . Rivals Seek Cabinet Posts 
In State, Defense . . . Official Awe of Gen. MacArthur 


The resignation of Louis Johnson as 
Secretary of Defense is in Mr. Tru- 
man’s hands, but the President has 
been hesitant to act on it. High-level 
partisans of Johnson, at the same 
time, are out gunning for Secretary of 
State Dean Acheson. Johnson and 
Acheson groups figure that the one 
that wins can save the Cabinet job of 
its favorite. 


xk 


Fred Vinson, Chief Justice of the 
U.S., is being suggested for a draft 
to serve as Secretary of State, with 
Gordon Gray, former Secretary of 
the Army and new president of the 
University of North Carolina, pro- 
posed as a new Secretary of Defense 
when a change is made. A Vinson- 
Gray ticket is being put forward by 
one strong group within the Admin- 
istration for appointment to head up 
this country’s diplomatic-military or- 
ganization. 


xx 


A Harriman-Wadsworth ticket is 
being put forward by another group, 
countering the Vinson-Gray ticket. 


Averell Harriman, in this setup, 
would become Secretary of State and 
Representative James Wadsworth 


(Rep.), of New York, would become 
Secretary of Defense. Mr. Truman is 
pictured by some as leaning a little 
toward the MHarriman-Wadsworth 
combination. 


xk 


Robert Lovett, former Under Sec- 
retary of State, is the candidate of 
one powerful inner group for the Sec- 
retaryship of Defense. The group 
backing Mr. Lovett is one that has 
been successful in the past in placing 
its members in key spots in the Gov- 
ernment. 


xx 


The name of Senator Edward Martin 
(Rep.), of Pennsylvania, is being put 
before Mr. Truman by one group of 
his advisers for the Defense Secre- 
taryship. Senator Martin is reported 





to be eligible for the job even though 
he is a retired general and the Defense 
Act bars a military man from holding 
that office. This barrier is interpreted 
to apply only to Regular Army of- 
ficers. 


xk 


Gen. Hoyt Vandenberg, Air Force 
Staff Chief, is losing the fight to limit 
development of Navy and Marine 
Corps aviation and is closer to losing 
the fight to deny the Army control 
over its own tactical aviation. Air 
Force, in this period, is somewhat 
hurt politically by overselling of 
claims about what air power could do 
in war. When war came the claims 
did not pan out. 


xx * 


Some Air Force officials are annoyed 
by the growing number of queries 
concerning how North Koreans are 
able to wage war when they have no 
airplanes of their own in the sky and 
when American bomber and fighter 
planes are free to operate at will 
against them. 
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Mr. Truman wants the National Se- 
curity Council to start figuring now 
what it will take in the way of armed 
forces to back up U.S. commitments 
around the world. This country com. 
mitted itself to policing the world 
without anybody’s figuring the cost 
in arms and man power. The [late 
James Forrestal was relieved of office 
for trying to gear arms effort to polit. 
ical commitments. 


x *® & 


It was nearly a week after Gen. 
Douglas MacArthur had seen Chiang 
Kai-shek and made commitments to 
him in the name of U. S. before either 
the White House or the Department 
of State knew exactly what the Gen- 
eral had promised. Mr. Truman, 
Dean Acheson, Secretary of State, 
and Gen. Omar Bradley, Chairman 
of the Joint Chiefs of Staff, all find 
it difficult to tell General MacArthur 
where his power begins and leaves off. 
Washington officials still are afraid of 
him. 


zxx*k 


Chiang Kai-shek, if reports are cor- 
rect, has agreed to follow U.S. mili- 
tary advice in defense of the island of 
Formosa. Chiang in the past lost bat- 
tles, and even a war, by playing 
hunches, disregarding U.S. military 
advice. 


x*k 


Paratroopers from  Chiang’s old 
Army, trained in U.S. along with 
many Chinese pilots, now are part of 
the Chinese Communist armies and 
will take part in any invasion of For- 
mosa that is attempted. 


zxx*r 


Russian submarines are thick in the 
waters around Korea where Ameri- 
can naval vessels are operating but, 
to date, have been careful to avoid 
getting into firing position. Sub- 


marines out of Vladivostok are doing 
spy work and, reportedly, are landing | 
Communist guerrillas and agitators 

in key Pacific spots. ; 
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You see the porkers come a-run- 
nin’ when a champion hog caller 
gives out with those melodious, 
come-hither tones that carry for 
miles. But the call that brings 
them to market is the solid clink 
of cash on the line. 

And with 4,000 meat packers 
putting their cash on the barrel- 
heads every day, each of them 
has to make his money shout 
loudly enough to attract the nec- 
essary supplies to his own plant. 

As each packer bids for animals 
he has to keep two sets of oppos- 
ing figures in mind. The prices 
he pays must be high enough to 


Two ways to 


call hogs... 





be acceptable to farmers, who 
want to come out ahead on the 
“board-and-keep” bills run up by 
their pigs, lambs and steers. On 
the other hand, the meat packer 
must buy on a basis that permits 
him to compete with other pack- 
ers when it comes to selling meat. 

This competition for supplies 
and markets helps keep the price 
of meat animals and meat at the 
natural levels set by the law of 


supply and demand. 


AMERICAN MEAT INSTITUTE 





Headquarters, Chicago * Members throughout the U. S; 
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Bounding Bill. the baseball fan. slid into Statler’s lob- 
1, by. “I’m safe!’ he cried. ““Excuse my slide, but base- 
ball is my hobby. I’ve seen a game, the home team won, 
and now what I like best is being ‘safe at Statler’— 


where you really are a guest! 














2 “At end of any game,” said Bill, “I’m dusty, tired. hot; 
e no wonder, then, the Statler bath’s my very favorite 
spot. There’s loads of soap to lather with, the steamy 
water's flowing, and stacks of snowy towels wait to rub 


me dry and glowing. 











3 “The Statler kitchen staff,” said Bill, “is sure an all- 

e star team. Each dish is perfectly prepared with cooking 
skill supreme. From soup to nuts, each Statler meal 
I think is simply great—and like my favorite slugger, 
I clean up at the plate! 
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“T know a lot of folks,” Bill said, “who talk of counting 

4. sheep, but I count baseball players when it’s time to go 
to sleep. Yet when I’m in a Statler bed, eight hundred 
springs and more are so darn soft I count to three— 
and then I start to snore! 








OOo 












5. “The Statler’s in the heart of town; within a baseball 
e throw are business districts, shops and shows,” said 
Bill, ‘‘and this I know—no matter why you come to 
town—for business, fun, or dinner—just choose the 


Statler and you'll find you've really picked a winner!” 
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STATLER 
HOTELS 























STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON + BUFFALO + CLEVELAND 
DETROIT + ST.LOUIS + WASHINGTON 

STATLER OPERATED: HOTEL WILLIAM PENN + PITTSBURGH 
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WHAT LIFE WILL BE LIKE 
IN U.S. 12 MONTHS FROM NOW 


Plenty of Money, Jobs and Most Goods 


Everybody will feel effects of 
mobilization in months ahead. 
There will be gains for some, 
losses for others. 

Wages are on the way up. So 
are prices. Taxes, too. 

People still will have plenty. 
New cars and houses will be 
somewhat fewer than now. Over- 
flw income will go into better 
eating and dressing. 

Men in military service are the 
ones who really pay. 


Life for all Americans is to be 
somewhat different, twelve months 
from now. This will be true for men 
in business, for families at home, for 
farmers, for wage earners and salaried 
persons, for youths, for everybody. 

War in Korea, by that time, will prob- 
auily be a thing of the past, or nearly so. 
Unless almost all official appraisers are 
wrong, all-out war with Russia will not 
be started. Even so, the country will re- 
main partly mobilized. Armed forces will 
contain between 2.5 and 3 million men. 
Military training very probably will be 
required of all youths. The draft still will 
be working. ; 

At least 50 billion dollars’ worth of 
goods and services per year will be taken 
by Government. Military alone will re- 
quire 30 billions. Inflation, as a result. 
will still be more of a worry than de- 
lation. There will be little worry about 
early depression or about how to provide 
jobs. Armament, not the welfare state, 
will be the main pump primer. 

The average family, as those who 
are looking ahead for Government and 
business see it, will notice change in 
many ways. There will be more income 
lor most families. The cost of living, how- 
ever, will be higher. Taxes on income will 
be 10 to 15 per cent higher, too, so that 
the added income may go little if any 
further than present income. 
| It will be a little more difficult to build 

a house. Down payments will be larger 
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than they have been recently and mort- 
gage terms a bit less easy. Building prices 
will be higher, so that fewer will be in- 
clined to build. New cars will be avail- 
able, but at least one third of the price 
will have to be paid down and the bal- 
ance within 18 months. Terms for buy- 
ing household appliances and furniture 
will be stricter, too. 

There won't be quite so many cars 
and appliances to buy as now. As a re- 
sult, the tendency will be to spend more 
on clothes, on meat and other things 
that can be had. People will be better 
dressed, better fed. They will take more 
vacation trips and use more gasoline. 
Television will go on growing. More 
families in more parts of the country 
will have sets. Life won’t be hard for 
civilians. 

The businessman will find things 
different, too. Business almost surely will 
be good in most lines. Auto and ap- 
pliance dealers won’t be in such a boom 
as now. Builders will be constructing 
fewer houses but more industrial plants. 
Almost everybody will be busy and 
there won’t be much, if any, fear of de- 
pression. 

Profits before taxes will be high, in 
most cases. Income tax of the Federal 




















—Goldberg in New York Journal-American 


‘LITTLE UPSETTING!’ 


Government will take 45 per cent of all 
“normal” profits, however. “Excess” 
profits will be taxed much more heavily 
than that. Taxes that take most of every 
extra dollar earned will encourage ex- 
travagance in some businesses. There'll 
be a tendency to spend freely, to raise 
salaries, start bonus plans. 

Controls, though, will come back into 
the lives of many businessmen (See page 
18). Salary increases probably will re- 
quire Treasury approval. Landlords will 
still be under rent control. Merchants 
probably will be under some _ broad, 
rather loosely applied price ceilings. 
Manufacturers using metals won't always 
be able to get all they want of every- 
thing they need. There will be a system 
for dividing up scarce materials, with 
industry doing the policing under the 
eye of Government. Antitrust suits won't 
be pressed so hard. Big business will be 
doing the things Government needs done. 

The wage earner will continue to 
be well off. Wage rates will be higher, 
maybe as much as 10 cents an hour high- 
er for many, more than that for some. 
But tax withholding, after exemptions, 
probably is to take 18 per cent instead 
of 15. 

Jobs will be quite plentiful. Employers, 
to keep good workers, will do a good deal 
of upgrading. By early 1951, though, 
pay raises stand a good chance of re- 
quiring prior approval in order to limit 
pressure on the side of another big 
wage-price spiral. Old-age pensions will 
seem less important that they have 
seemed. So will unemployment insurance. 

Strikes probably will be less casual. 
Government will have some hand in 
wage policy. Strikes, as a result, may not 
yield much more than could be had 
without strikes. So long as shooting is 
under way, too, the Taft-Hartley Act 
will permit almost any strike to be 
classed as one affecting national safety 
and subject to injunction. Union leaders 
will be less free to call strikes in big 
industries. 

The salaried man may not do quite 
as well as the wage earner. Wages tend 
to go up ahead of salaries. Salary in- 
creases, however, are to become quite 
common in the.months ahead. Even so, 
most people on salaries are likely to find 
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FOR THE FAMILY 


Income will be up. 


Living costs will be up, 
too. 


Taxes will take 10 to 15 per 
cent more. 


Food, clothing will be 
plentiful, more expensive. 


Installment terms will be 
higher. 


Borrowing to build will be 
harder. 


Gasoline will be plentiful. 


Oo 


that cost of living has risen as fast as 
the scale of pay or faster. 

The farmer, as usual, will do quite 
well in a period of inflation. Prices of 
things the farmer produces will hold 
well, and often where the trend 
has been downward. Farmers’ net in- 
come in the year ahead will be up 5 per 
cent or more. Prices of things farmers 
buy, though, will be higher, too, so that 
not all added income will be a net gain. 
Farm machinery will remain quite 
abundant. 

Controls will be taken 
farm production in the year ahead. There 
will be pressure to grow more of many 
Checks will continue to flow to 


rise, 


from most 


things. 
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FOR THE BUSINESSMAN 


Business, generally, will be 
good. 


Wage costs will be higher 


Prices charged will be 
under some control. 


Taxes will take about half 
of ‘“‘normal"’ profits, more 
of ‘‘excess.” 


Biggest single customer 
will be Government. 


Government will make 
more rules for doing 
business. 


e) 


farmers from the Treasury. Rising prices 
though, will enable the Government to 
sell some of the surplus farm products 
it has built up in operations to support 
farm prices. 

Investors, often, will not do so well. 
The man who depends upon a pension, 
or an annuity, or interest from bonds or 
mortgages will find that his cost of living 
is rising as prices go up. The income he 
receives, however, will be unchanged. 
The investor who depended upon a fixed- 
income type of investment has been tak- 
ing a beating ever since 1939 and appar- 
ently is to take another. 

Dividends. in many cases, will not be 
as high next vear as this. Management, 





FOR THE WAGE EARNER | 


Pay rates will be higher. 
Pensions will be bigger. 
Jobs will be plentiful. 


Raises, though, are likely 
to be limited by 
Government. 


Taxes will take some more 
out of income. 


Strikes will face some more 
restraints. 


O 





faced with higher taxes and with the 
need to use more money in business, will 
tend toward a more cautious policy in 
paving out dividends. The investor, 
whose return from an investment is no 
higher than it was then, or even lower, 
is to be up against the fact of a bigger 
tax rate. 

Youths, as a rule, will face a radical- 
ly changed outlook. Military service, very 
probably, is to become a requirement ol 
every young man between the ages ol 
18 and 21. In peace, the service would 
be for one year; in war, it would be in- 
definite. The young man, looking ahead 
needs to include in his plans a provision 
of one vear of national service. 


U. S. NEWS & WORLD REPORT 


4 





4 
# 





The 
iter t 
ve ne 
Army, 
2.5 m 
will d 
service 
one yt 
Wa 
i thre 
people 
service 
jobs a: 
for qu 
ful. T 
follow 


ice wil 


AUGU 





News & World Report 








ar Ahead in the U.S. 





T. 








FOR THE FARMER 


* Prices will be considered 
good 


* Production won't be 
controlled. 

* There'll be production 
payments. 


* Machinery will remain 
abundant. 


* Labor may be somewhat 
harder to get. 


Surpluses will not be a 
bugaboo. 


& 








The draft, too, is likely to go on even 
iter the war in Korea ends. Drafting will 
needed to keep standing forces of 
Army, Navy and Air Force at between 
2.5 million and 3 million men. A draft 
will draw selectively from youths whose 
service otherwise would be confined to 
one year of military training. 

War for a long time is likely to remain 
i threat that affects lives of all voung 
people. Uncertainty of war and military 
service may replace uncertainty about 
jobs as a major concern. Jobs themselves, 
‘or quite a while, are likely to be plenti- 
tul. There will alwavs be the chance of 
following a military career. Mi'itary serv- 
ice will grow in standing anc importance. 
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FOR THE INVESTOR 


® Dividends often won't be 
quite as high as now. 


® Interest rates will be no 
higher. 


® Income as a result 
will be no higher or 
down a little. 


* Taxes will be up. 


® So will other costs. 


ec) 











The year ahead, in its over-all-di- 
rection, will be one of moves toward 
fuller mobilization of the country for de- 
tense. The long postwar drift toward de- 
mobilization and “normaley” will give 
way to a planned effort to gear the coun- 
try to possible war. 

Plans will have to be made to provide 
replacements for Reservists and National 
Guardsmen called into service. A much- 
expanded program of weapons produc- 
tion will have to be meshed into produc- 
tion of goods for civilian use. Plans will 
have to be made for civilian 
Cost of this in key industrial areas and 
very high. 


defense. 


in Washington will cone 


Life from now, for those not 


a veal 


FOR THE YOUTH 


¢ Military service probably 
will be required. 


¢ Draft will go on. 


* College plans will 
have to be geared to 
draft and Universal 
Military Training. 


¢ Jobs will be abundant, pay 
good. 


® War threat will be a 
dominant influence. 


o 
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in military service, will be quite pleasant 
provided a major war is avoided, as it 
probably will be. Times will seem good. 
Nobody will be suffering for lack of a 
car or house or food or clothing if sup- 
plied with the dollars needed to buy. 
Money won't be worth quite as much, 
dollar for dollar, but there will be a lot 
of it. Businessmen won't be too happy 
with higher taxes and the effect of con- 
trols, but the controls are almost sure to 
be mild. The sacrifice in the period 
ahead is to be made by those in the mili- 
tary services, who even if large-scale war 
is avoided will have the task of waging 
local wars under disagreeable conditions 
in a remote part of the world. 
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PLIGHT OF GROUND SOLDIER IN KOREA 
A TELEPHONE INTERVIEW WITH JOSEPH FROMM 


Regional Editor in the Far East for U.S. News & World Report 





EDITOR’S NOTE: Has the tide of battle turned 
in Korea? 

When the U.S. Marines kicked off the first 
major American attack of the Korean war last 
week, Joseph Fromm, Regional Editor of U.S. 
News & World Report, went with them. He was 
along when the Americans started their offensive 
toward the key city of Chinju, and spent hours 





| eee 


ete S| 


under heavy fire at an advanced command post 
with American officers. 

Since the start of the war, Fromm has shuttled 
between the fighting fronts and General Mac- 
Arthur’s headquarters in Tokyo. Here is his 
overseas telephone report from the Pacific war 
zone as American forces launched their of- 
fensive. 





(By Overseas Telephone 
Between Tokyo and Washington) 


Q Now that we are attacking, is there more opti- 
mism out there? 

A The officers are showing a very, very cautious 
optimism. They are very much against going over- 
board. The situation still is extremely critical. 

There is always the danger that the North Koreang 
may have transferred their major forces to use them 
for an advance in some other area, where we are 
weaker. 

Q Are the American soldiers proving tough in that 
climate and terrain? 

A I would say that the American soldiers who went 
in from Japan were not in very good shape. There is 
a feeling that they were not properly trained—cer- 
tainly they were not prepared physically. 

Q What about the new troops? 

A The Marines seem to be physically prepared, but 
they have complaints of another sort. 

Q What do you mean? 

A The Marines complain that the Army generals 
commanding them are ignorant of their proper func- 
tion and use them improperly. Instead of using the 
Marines as an integrated force, as they were intended 
to be used, the Army commanders are splitting them 
up into small units. And the Marines don’t like it— 
they resent being under Army command and they’re 
pretty vocal about it. 

Q You mean they are being used contrary to their 
training? 

A That’s right. The Marines are trained to operate 
as an integrated unit. And another thing: They are 
frankly unhappy about being shoved in to clean up 
what they consider a dirty job that they didn’t start 
in with. The other morning I sat up on a hill during 
an attack with a Marine mortar crew and talked to a 
sergeant with 10 years’ experience. He said: 


“We like to come in and start a job fresh—that 
way we know what’s behind us and what's in front 
of us.” 

Q What about their military effectiveness? 

A The Marine unit is certainly one of the most 
effective. They can move fast, they carry their own 
artillery and even their own air support. But splitting 
them up changes things. 

For example, Marine planes which are intend- 
ed specifically for close support of Marine ground 
forces must operate from Navy carriers because 
the Air Force refuses to permit Marine planes to 
use Korean bases unless the Air Force’ controls 
their operations. 

Q Is there much of that sort of thing? 

A Here is another example: Air Force officers com- 
plain that General MacArthur’s headquarters does 
not regard the armed forces as a team, but rather con- 
siders air power merely as an arm of the ground 
forces. These officers claim air strategy is being dic- 
tated by ground-force staff officers with no experience 
or knowledge of the proper use of air power. 

Q Is there any change in the attitude toward ait 
power? 

A The Air Force people are realizing that they 
oversold their case—that they gave out an exagger- 
ated idea of the effect of air power. 

They are beginning to say now that air power has 
vital function but that it can’t win a war unless it has 
adequate ground support. They are being shown the 


shortcomings of their strategic, over-all planning and | 


the shortcomings of strategic bombing as well. 


The value of big bombers in a country as undevel: | 


oped as Korea is questionable. There is only a hand- 
ful of strategic targets such as major marshaling 
yards and war factories. These can be attacked with 


equal effect, if not greater effect, by rocket-firing. | 
carrier-based attack bombers. The strategic bombers J 
seem to be pretty much a waste in the Korean wat. j 

plain t 
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Plain that they are getting absolutely no information 





Mistakes in Air Strategy ... Splitting Up Marine Units 


..- Superiority of U.S. Equipment... How Long a War? 


Q Why is it that the Communist armies have been 
able to operate so well when they have no air sup- 
port of their own? 

A Our Air Force not many weeks ago was main- 
taining that no army could win a war without air 
superiority. The North Koreans have deflated that 
theory quite thoroughly. 

The reason probably goes to other factors—such 
as the numerical superiority of the North Koreans and 
the fact that they are fighting a war of infiltration 
and maneuver. They don’t need long supply lines. 

Q But they have to have supplies. How do they 
fet up there? 

A They hide in the daytime and move at night. 
And they move much of their stuff on their backs. 
They live off the land. They carry with them prac- 
ically all they need to fight for a week. They just 
don’t have the gigantic supply problem that modern 
Western armies have. 

These North Korean soldiers are accustomed to 
hard living and the mountainous terrain. They crawl 
over the mountains with ease and can march 10 or 
15 miles a day over the hills. That’s one reason why 
they manage to infiltrate and outflank American posi- 
tions repeatedly. 


Delay in Bombing Railroads 


Q Aren't the airplanes able to stop the North Ko- 
rean supplies from reaching the front? 

A Our forces have bombed and bombed the roads 
right behind the front. Now they are beginning to hit 
the marshaling yards, farther back. But, privately, 
Air Force officers complain that they haven’t been 
able to fight this war the way they want to. 

They wanted to start hitting the marshaling yards 
right away, but they were ordered to hit the tactical 
targets right behind the front. In other words, they 
were ordered to use these big B-29s to knock out a cul- 
vert or a small bridge. And that doesn’t stop the 
North Koreans, because they wade right across. You 
tread in the newspapers about these “natural barriers” 
like the Kum River. Well, the Kum River is a river 
that a baby could wade across. 

Q What about our military intelligence—is it im- 
proving? 

A The Communist military intelligence appears to 
be far superior to ours. The Communists have active 
égents or sympathizers in practically every village of 
South Korea. They send trained spies through the 
lines, disguised as refugees. They have thousands of 
guerrillas gathering information for them. 

On the other hand, American combat officers com- 





concerning activities deep behind enemy lines—that 
is, information about troop movements, strength and 
such things. Frequently, American forces must oper- 
ate in the dark. 

The Air Force is seriously handicapped by this in- 
adequacy of intelligence. Their biggest problem is 
finding suitable fighter targets. They just don’t have 
the information needed to tell them what to hit. 

American communications sometimes prove to be 
inadequate, too. One regimental commander told me 
the radio equipment being used by some platoons is 
nearly 10 years old and practically useless. Much of 
the stuff is unsuited for use in mountainous terrain. 

Q What is the best estimate you can get as to how 
long this war ts going to last? 

A The estimates are running into next year. Prac- 
tically everyone I talk with in Korea anticipates a pro- 
tracted war. There seems to be very litfle feeling that 
it will end this year. 

Q Why? 

A Weare going to have to pile in considerably more 
stuff merely to guarantee that we can stabilize our 
lines, and it is going to take several months before we 
are able to mount a major counterattack. 

Despite the optimism of some of the military peo- 
ple, a lot of officers are not convinced that, once we 
break through, we will be able to go right along. I am 
inclined to believe we are going to have to fight back 
all the way, and even then we are going to find that 
thousands of guerrillas and regular North Korean 
troops will take to the hills to keep fighting. 

Q How big is that North Korean Army? 

A Probably the best guess is that it was around 
150,000 when the war started. There have been con- 
siderable casualties, but they seem to be filling up 
with replacements. Up to this time they show no signs 
of suffering from any shortage of man power. 


Doubts on Chinese Intervention 

Q Will the Russians or the Chinese come in, once 
the tide turns? 

A Most people out here still are inclined to doubt 
it, but there are many factors outside Korea that 
might affect that. What happens in Formosa might 
affect it. 

Q Any signs yet of Russian submarines in action? 

A Russian submarines go through the Korea Strait, 
but there have been no Russian submarines making 
any menacing gestures at our ships. 

Q How many divisions is it going to take to win 
this war? 

A The way I get it, we can’t win with less than 


(Continued on page 16) ~ 
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eight divisions and quite possibly it will take more. 
Many of the officers feel that is so. 

Q Are the Americans getting the answer to guer- 
rilla tactics? 

A Very, very slowly. The simple answer is that you 
have to be a guerrilla yourself. You’ve got to get up 
in the hills and fight. 

Q What is life like for the boys out there? Is the 
mountain fighting somewhat like it was in Italy? 

A Not much. In the Italian fighting—I was there 
and saw it—you could use the roads pretty much. 
This is more like fighting in Malaya or Indo-China— 
it’s somewhat like the old Indian fighting where roads 
didn’t matter very much because you could drive up 
the road 30 miles or so and suddenly the enemy was 
all around you. That’s the way it is here. 


U.S. Weapons: Good 

Q What about these new U.S. weapons? How are 
they showing up? 

A The U.S. weapons, with the possible exception of 
tanks, excel the Russian weapons being used by the 
North Koreans. But the Communists have been able 
to compensate for this because their troops are better 
trained for this type of fighting. Their marksmanship 
is superior in many instances. 

Q What about the recoilless rifle—is it as good as 
pictured? 

A It is fairly effective. The 75-mm. recoilless rifle 
hasn’t been too effective against their tanks—it didn’t 
penetrate well enough. 

The 3.5-inch bazooka is quite effective against 
tanks, but it has to be used at fairly close range. I 
think during the past several weeks the North Korean 
Communists have shifted emphasis from the tank— 
that was their main weapon in the beginning—and 
now they are using infiltration warfare. They infiltrate 
our lines and set up gun positions behind us. 

Q What about the “‘shaped charge’’ that was sup- 
posed to make tanks obsolete? 

A We haven't been using it out here, so far as I’ve 
heard. 

Q Has the proximity fuse been used against the 
Communists yet? 

A I understand it has been used fairly extensively. 
It hasn’t stopped them, though. Their artillery shoot- 
ing seems to be better than ours. That’s where better 
intelligence comes in. They are able to spot our guns 
in almost every instance—they know exactly where 
we are. 

Q How does our artillery compare with the Rus- 
sian artillery the Communists are using? 

A The Russian artillery out here is inferior to 
American artillery. But the Communists aren’t using 
Russia’s biggest guns. The most powerful guns the 
North Koreans are believed to have is a 122-milli- 
meter howitzer, which is much inferior to the 155 
howitzer being used by the American troops. 

However, these North Koreans are Russian trained 
and they seem to be able to compensate for the de- 
ficiency in fire power by their expert camouflage and 


their remarkably efficient spotting system. For ey. 
ample, the other day Communist artillery fire was 
centered on the main American batteries Supporting 
our counterattack and also on at least two regimental 
command posts. American gunners were unable to 
locate the Communist guns, which harassed American 
forces all day long. 

The most effective Russian artillery weapon jin 
Korea is the SU76, a self-propelled gun that resem. 
bles a tank. It consists of a chassis of light tank 
protected by about one inch of armor. It carries q 
76-millimeter, high-velocity gun with a maximum 
range of 13,000 yards. This gun can travel cross. 
country at 10 miles an hour and can get up to a 
maximum speed of 25 miles an hour. 

The Communists frequently hide these guns by 
driving them into a hut and shooting through the 
thatch roof. 

Q How are their mortars? 

A The North Koreans are using a Russian 82-mil- 
limeter mortar that is comparable with American 
mortars. It throws a seven-pound projectile 3,000 
yards. This weapon can be broken down into three 
pieces of about 45 pounds each. The Communists 
often dismantle it and have guerrillas or refugees 
carry the parts through the American lines and re- 
assemble it to attack U.S. troops from the rear. 

They also have a Russian-made 120-millimeter 
mortar with a range of nearly 6,000 yards. American 
officers claim this isn’t very practicable because firing 
at that distance with mortars is extremely inaccurate. 
But some American soldiers complain that their own 
mortars frequently are neutralized by the bigger 
Russian mortar. 

The Communists started out with only Russian 
artillery but they have captured a lot of our stuff 
now—they have an entire battery. 

Q We heard the breechblocks were thrown away 
and that stuff can’t be used. Is that right? 

A I know in one battle they didn’t throw away the 
breechblocks and the Air Force had to go back and 
try to destroy the stuff with bombs. 


Korean Small Arms: Second Rate 

Q Is the M-1 rifle as good as the Russian rifle? 

A As far as small arms are concerned, the M-1 is 
much better, I’m sure. I’ve seen some of the Russian 
rifles they have and I think they are second-rate Rus- 
sian weapons. They are crudely made and inaccurate. 

This is somewhat offset, though, by the extensive 
use of a Soviet submachinegun which fires 35 to 72 
rounds of 30-caliber bullets. They are supposed to 
have a maximum lethal range of 800 yards. But 
American officers say they are effective for aimed fire 
at no more than 80 yards. The officers claim this gun 
is uneconomical and not especially practicable, ¢s- 
pecially against well-trained riflemen. 

Q How about bayonets? 

A There hasn’t been much of that. There has been 
some close-in fighting, but I haven’t heard of any q 





hand-to-hand fighting with bayonets yet. 4 


——— 
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Q What's the trouble with American tanks, com- 
pared to Russian? 

AI think the major trouble is—well, there are 
gveral points. The guns on the Russian tank are 
more powerful than the ones on the tanks we’ve had. 

The armor on their tank is better. 

Their tank is faster. It is adapted for travel in very 
rough terrain. 

In all these comparisons between American and 
Russian weapons, it ought to be remembered that 
the Russians undoubtedly classify as obsolete the 
weapons that they have given to the North Koreans. 
Most of them were manufactured before 1944. 

Probably the Russians have supplied none of their 
best weapons, such as jet fighters and bombers, their 
heaviest tanks and artillery and such modern anti- 
tank weapons as bazookas. The U.S. forces, on the 
other hand, are receiving America’s most highly de- 
veloped weapons. 

Q How much can we count on the South Koreans 
now in the fight? Would they be effective in a long 
war? 

AI think the South Korean Army will be, but 
the South Korean people might turn out to be 
quite a problem if this is going to be a long war. 
The North Koreans are putting their tanks and 
guns into the villages and we are compelled to 
destroy them. You know how the South Koreans 
must react to that. 


More American Forces Needed 

Q Well, is there much chance of winning this war 
ina hurry, on the basis of what you’ve seen? 

A The people I’ve talked with don’t think it can 
be done. It is going to take a lot more troops and 
equipment and time than the President or General 
MacArthur or anybody else estimated on the day this 
thing started. It may take the entire standing Army 
we have at this time. 

Q You mean that it might take as many as 10 
divisions? 

A It might easily get into that, but I’ll tell you 
frankly that prediction and prophecy in this war now 
is pretty risky because these North Koreans come up 
with new tricks every day. It is hard to learn to 
cope with their type of fighting and with the kind of 
war we are having to fight out here. 

Q These North Koreans—where did they get all 
their training and all their skill as fighters? 

A They have been training for nearly four years. 
And, basically, they are pretty tough people. They 
are boldly led. 

Q What would you say is the main lesson of this 
war for the United States to date? 

A It has shown that what we need is an army— 
how big it should be is hard for me to say—but it has 
to be an army that is well trained, physically strong, 
with good leaders, highly mobilized. I’m thinking 
pretty much in terms of a Marine-type army, an 
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army that’s a rounded striking force. That is certainly 














ENEMY TANKS: They are heavy and fast 


Ma 


—Acme photos 


MARINES: They‘re split into small units 















U.S. News & World Report 





CAUTIOUS BRAKES FOR BUSINESS 


Jolts From Controls Will Be Felt Gradually 


Government controls for busi- 
ness, on the way, will be felt only 
slightly by most, at the outset. 
Many won't feel them at all. 

Some steel users are in for cut- 


backs. So are home builders. 
Generally, though, there is 
enough of everything to go 
around. 


First brakes will be on easy 
credit. From there, controls are to 
spread only as war demands 
move in on business. 


Doing business in the future is not 
to be as simple as doing business in 
the past. New rules for operating a 
business are to be applied gradually 
as war controls shaped up by Con- 
gress take effect. 

In the Defense Production Act of 1950, 
about to become law, Mr. Truman gets 
a broad grant of power. He can allocate 
materials, impose priorities for war or- 
ders, requisition supplies, equipment and 
even plants, make loans to expand war 
production, control credit and, if he finds 
it necessary, fix prices, freeze wages and 
salaries, and ration goods to consumers. 

These controls, however, are not com- 
ing all at once. Many may not be used 
at all. The plan is to use controls only 
when situations arise that seem to re- 
quire them. But those situations are ex- 
pected to multiply as war production be- 
gins to take bigger and bigger bites from 
the nation’s output. Gradually, many 
businessmen are to be told what they 
can buy, how much they can produce, on 
what terms they can sell, on what terms 
they can borrow, and, perhaps next year, 
the prices they may charge and the wages 
they can pay. 

The fact is that the long arm of Gov- 
ernment is stretching out again to guide 
the course of business activity. At first, 
businessmen themselves will make the 
rules. Commerce Secretary Charles Saw- 
yer will be in charge of the Govern- 
ment’s production program and plans to 
use industry committees to put it into 
effect. Antitrust laws will be suspended 
when necessary to get voluntary controls. 

Military orders, however, will not re- 
quire much material in the months just 
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ahead. Chances are that the first con- 
trols simply will tell manufacturers to 


fill war orders ahead of other orders. 
Business firms are expected to observe 


such priorities voluntarily. Firms without 


military orders probably will not notice 
any difference for some time to come. 
But changes definitely are on the way. 
Material allocations will be among 
the first controls to be used. If a manu- 
facturer makes automobiles, farm ma- 
chinery, refrigerators or any other item 
that uses a lot of steel, he is to have 
his output curtailed gradually. Steel is 
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recognized as one material that will have 
to be allocated. The steel industry is ex- 
pected to set up a voluntary allocations 
committee under Secretary Sawyer. 

When military needs for steel are 
known, the allocations committee will 
see that those needs are filled. Then it 
will decide how much other users are to 
be cut back. Steel mills will notify cus- 
tomers how much steel they can have. 
The automobile industry, for example, 
may be cut back 20 per cent or more on 
its current supply of steel. The freight- 
car industry, on the other hand, will not 
be cut at all. Freight cars are necessary 
for war deliveries. 

War orders will be placed in many 
firms whose civilian supplies have been 
cut, thereby keeping total production 
near current levels. Also, a manufacturer 
who gets a large war order and wants to 


expand his plant can get a Governmen; 
loan, or a Government guarantee op ; 
loan to finance the job. 

Few manufacturers are expected ty 
suffer because of war demands. Presey 
plans call for no more than 10 million 
tons of steel for military equipment at the 
most. That is only 10 per cent of current 
output, and capacity is increasing, 

Manufacturers who do not use scarce 
materials—steel, copper, lead. zinc, aly. 
minum, tin, nickel—are not likely to be 
affected at all for many months. There 
may be some tight supply in nylon—10 
per cent of output is wanted by the 
armed forces—but there is no shortage jn 
prospect, because of military demand, for 
shoes, clothing, furniture, food and other 
lines of civilian goods that do not require 
large use of metals. 

Allocations also will take the edge of 
the home-building boom, but are not to 
stop building of factories and other jn. 
dustrial facilities. The construction in. 
dustry uses a lot of steel, copper, alum- 
inum, lumber and paint. Military demand 
for all of these supplies will increase. $0 
chances are that industry committees 
will reduce the flow of these materials 
to the building industry. 

Inventory controls are to be imposed 
fairly soon on scarce materials. They go 
hand in hand with the allocations section 
of the Defense Act. The President is 
authorized to control accumulations of 
any materials he declares to be scarce. 
So businessmen can expect inventory 
controls of steel and most other metals, 
lumber and, maybe, some other building 
materials. 

Business firms probably will be 1 
quired to report inventories to some 
Government agency—probably their owa 
industry advisory committee—attempts 
will be made to keep stocks down to 
normal supply. Penalties for hoarding by 
businessmen or householders are fines up 
to $10,000 and jail sentences to a yeat. 

Credit controls are to be applied 





promptly. The Administration hopes t0§ 


avoid more direct restraints through the 
use of tight controls over credit. 
Merchants who sell on a “dollar down 


and a dollar a month” basis will find 
sales harder to make. They are to be or 
dered to tighten their terms. Automobile] 
dealers probably will be required to§ 


charge at least a third of the purchase 
price of a car as down payment and to 
require complete payments in 18 months. 
Dealers in television sets, radios, refrig- 
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erators, washing machines, furniture and 
sther. things usually sold on installment 
terms face a similar prospect. 

" Mortgage credit also is to tighten on 
new homes. It has been easy to finance 
, house or a housing development. Now 
its to be harder. Home buyers are to be 
isked to make larger down payments and 
very probably will be required to pay 
higher interest rates. Banks also are un- 
der pressure to tighten credit terms for 
business borrowers. That comes from all 
qencies that supervise loans. 

“The Federal Reserve Board is to be in 
charge of credit controls. The old Regu- 
lation W is coming back. 





Price controls are not to be used right 
away. Congress insists on giving the Pres- 
ident authority to control prices, but the 
President is equally insistent on only 
stand-by power. Result is that the Gov- 
»mment is to adopt a wait-and-see policy 
m prices, using the authority in the De- 
fense Act as a club in reserve. 

If and when price controls are imposed, 
the President is directed not to place ceil- 
ings that are lower than prices that pre- 
vailed from May 24 to June 24, 1950. On 
fam commodities, farmers are to get at 
least the prevailing price of that period 
or the “parity” price, whichever is higher. 

Specifically exempt from price controls 
in the Act are rents; fees of doctors, 
lawyers, other professional men; adver- 
tising rates; insurance premiums, public 
utility and transportation rates. Rents 
ae controlled under a separate law. 

Wage controls will not come unless 
price controls are imposed. When prices 
ae controlled generally, wage controls 
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must be imposed. Congress insists on 
this policy in the Defense Act. Congress 
also strongly favors wage controls in 
specific industries where price controls 
are imposed. The base for wage control, 
as for price control, is the period from 
May 24 to June 24. 

Rationing of consumer goods also is 
authorized, but there is no present in- 
tention of using this power. Civilian sup- 
plies are believed to be sufficient to 
avoid the need to ration. 

Actually, the Administration hopes to 
jog along with a minimum of controls. 
The President’s advisers say that the war 
program as now planned does not indi- 
cate the need for stringent controls. Con- 
gress, however, led by Senator Burnet R. 
Maybank (Dem.), of South Carolina, and 
Representative Brent Spence (Dem.), 
f Kentucky, believes strong powers 
should be available. Nevertheless, the at- 
tempt is to be made to direct the present 
war effort with controls limited to scarce 
materials, and to inventories and credit. 

The basic idea is that total output of 
-$. industry can be increased, with 
€ increase going into war materials, 
caving civilian supplies just as plentiful. 
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SENATOR MAYBANK AND SECRETARY SAWYER 
At the top of the list: priorities and allocations 
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Who Can Get Deferred and How 8 


Who can be deferred and 
how are questions affecting more 


and more men. 
Answers are these: 
Reservists: Deferments few and 


hard to get. 

National Guard: Same, but 
with some changes. 

Draft: More liberal. 

Policies and rules, so far as 
they’re shaped, are given here 
in detail. 


In every community, all across the 
land, men are leaving jobs, giving up 
businesses, sacrificing careers to enter 
military service. 

The call-up of Reserves is hitting hard- 
est right now. Calls of National Guard 
units, limited at first. are to reach more 
men later. Those calls will take many 
from kev jobs in industry, and draw in 
thousands from business and the pro- 
fessions. The draft, small at the start, is 
to grow steadily. 

As military needs for men rise, more 
and more emplovers will be affected. 

The auestion of who is entitled to de- 
ferment from service will take on in- 
creasing importance. Deferment policy, 
however. promises to be no more clear- 
cut in this neriod than it has been in the 
past. as employers and individuals alike 
will discover. 

One man will be ordered into service 
under circumstances that will exempt an- 
other. Yet there are some standards, some 
guides. that mav help to show who is to 
be called without chance of deferment 
and who may obtain a delav. 

Reservists face high hurdles if thev 
trv for deferments. When thev do make 
the attempt, thev will follow procedures 
outlined in the accompanving chart. 

The idea, briefly. is to submit a de- 
ferment request and justifving facts to 
the proper military authority. The re- 
quest should go through channels, with 
local unit commanders endorsing papers 
favorably or unfavorably and_ sending 
them on up the line. Military lawvers are 
writing precise rules to follow in sub- 
mitting an appeal to the highest authority 
within each service. It will be important 
to get these rules as they become avail- 
able, and to follow them closely. 
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Policy Calls for Delays in Hardship Cases§ 


A point to remember is that an em- 
ployer may submit a case for keeping a 
man, even if the man himself does not 
make any request. Employers may ap- 
peal a case, too. Here is what you need 
to know to gauge an individual’s chances: 

Dependents — children, parents, or 
others—will not qualify a Reservist for 
deferment. But the official statement on 
deferments adds this: “It is the policy 
of the military departments to give con- 
sideration to hardship cases.” This means 
that, if there is a question of hardship, a 
Reservist can appeal his case to Washing- 
ton. Adequate proof of facts will be 
required. 

Occupation remains the key to defer- 
ment, for most. The Reservist must show, 
first, that he works in an industry or 
activity that is considered essential. 

The Commerce Department publishes 
the Official List of Essential Activities. 
This covers many fields, though a few are 





1. He gets the official call to duty 
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left out. For example, the jobs of jngy, §g2dU® 
ance agents, real estate salesmen anq je “ete” 
florists are excluded from the essential jig. Ete™-" 
so are those of workers in liquor stores @egSte" 
sporting-goods and jewelry shops, fae. cational 
tories making toys, furs, curtains, greet. hence: 


ing cards. down tl 

Next, the Reservist must prove that }y “A I 
personally is essential. His employer has graduat 
to back him up, on this point, with satis. 24 €¢ 
factory evidence about his job. interest 


One guide to jobs considered essential should 
is the List of Critical Occupations pub. duty. 
lished by the Labor Department. |; Offic 
names seven kinds of chemist, 10 kinds @#e™ 







of engineer, and other professions from good fc 
agronomist through veterinarian, where § &"" 
demand exceeds supply. More than 40 Each 
industrial skills are listed, and appren- nitely, \ 
tices in those skills are specifically men. §&'?-. 
tioned. up: “W 

unless 


Men in other jobs may qualify for de. 


ferment, but only if they occupy “critical efort 
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2. He writes asking for deferment: if Army, to 


commanding general of his Army area; if Air rth 
Force, to headquarters of numbered Air Force emp 
where he lives. A Naval Reservist, nonaviation, retu 
writes to his naval district commandant; if in him 
aviation, to Chief, Naval Air Reserve Training, 3. | 
Glenview, Ill. A Marine Corps request goes noti 
: , ; draf 

through chain of command, starting with local 
inspector instructor. 4.1 
nex! 
3. His employer sends an accompanying letter, = 
telling what the reservist does, why he is essential, 5. | 
the plan for training a replacement. ap 
awe 
4. Headquarters officers read the letter, decide defe 
to grant or deny deferment. Maximum delay is thre 
six months, but extensions are possible. Wa 
6. | 
5. He can appeal from this decision to special the 
boards in each service's Washington headquarters. st 
They have final say. pres 
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key managerial positions.” Men under 26 
vears of age in such positions will be con- 
sidered for deferment only in exceptional 
cases. 
School status, on the other hand, may 
wstifv a delay for a young Reservist. 

4 youth in high school, or an under- 
graduate in college, may be able to get 


Cases 


of it Sur - ‘ % 

* sur deferment until the end of the school 
“nN and c ee Ses oe » js 

sntial Ig. fgterm—not school year—for which he is 


registered. Reservists higher up the edu- 
cational ladder have an even better 
chance. The Department of Defense lays 
down this policy: 
“s Reservist pursuing a professional 
maduate course, or engaged in research 
ina technical or scientific field of primary 
interest to the Department of Defense, 
essential should be granted delay in call to active 
ms pub- duty. aoe = ole. 
nent. It Officials stress two points, generally. 
10 kinds jy Defterments will be temporary delays, 
ns from S004 for only six months at most, with 
extensions successively harder to get. 
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a) 
ey Each man’s case is to be handled sepa- 
appren- ntely, with no blanket deferments for any 
lv men. @eour: A Defense spokesman summed it 
; w: “We aren't going to let anybody off 
feeds unless it can be proved that the war 
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“critical BOO" = As 
him into uniform. 





eenth birthday. 


1. He registers with his local board on his eight- 


The broad rules so far announced, 
however, actually leave it all up to the 
individual services. Many an employer 
plans to appeal a case to the highest 
board that any service names, where a 
valuable man is involved. 

Effects of wide-scale mobilization will 
be very great in some fields, unless rea- 
sonable deferment standards prevail. Air- 
craft companies estimate that 12 to 25 
per cent of the men in their engineering 
departments are Reservists or Guards- 
men. About 30 per cent of male faculty 
members of colleges belong to some 
branch of service. 

No limit has been set on the time the 
Reserves will be held in federal service, 
either. Pentagon planners are not con- 
sidering a limit, at present. 

National Guardsmen obey the 
same rules as Reservists. except that they 
appeal to the adjutant general of the 
State. Deferment requests should be ad- 
dressed to him, through local command- 
ers, as soon as an alert notice arrives. 
Once a unit is federalized, its members 
are under Army control. A Guard unit 
usually gets 30 days’ notice before enter- 
ing federal service. 

Each State’s adjutant general may han- 
dle determents in his own way. The ad- 



















, ne 2. Soon after his nineteenth birthday, he gets a 
Air questionnaire. He can attach letters from his 
ree employer or any other evidence to that when he 
ion, returns it. The board looks at his reply, classifies 
re him 1-A or another of the nine main classes 
ng, 3. If 1-A, he gets 10 days after receiving the 
oes notice to file an appeal for deferment, with his 
draft board. 
ca 
4. He gets « preliminary physical examination 
next. If unfit, he is classified 4-F If fit, he is 
we referred to the State appeals board 
al, 5. This board looks at his papers, gives him a 
personal hearing on request. A unanimous vote 
to draft him ends the case, and he goes home to 
await induction. If one board member votes to 
ide defer him, the draftee can carry his case to a 
is three-man board appointed by the President, in 
Washington. 
6. Local boards defer few men as essential in 
tof the 19-to-26 age group now subject to call. De- 
ie pendency deferments will be tightened as calls 








increase. War Il veterans cannot be drafted under 
Present law. 
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jutant general for one State, where about 
5,000 Guardsmen are due to go on active 
duty September 1, describes his policy as 
follows: 

“I got 25 or 30 phone calls the first 
day or two after we got our orders. Right 
off the bat I let it be known that we were 
not going to discharge people. That 
stopped all the rush. Now, I’m setting up 
a board [of high-ranking officers] that 
will review deferment applications. They 
will decide each case on the basis of that 
occupations list from Washington, and 
recommendations of local commanders. 
Every case will have to come up through 
regular channels. 

“The board’s decision will come ovei 
to me as a recommendation, and I will 
take final action. This puts the heat on 
me, but I will have the board to back me 
up. We haven't had as much of this as ex- 
pected. Only about 12 or 15 cases so far 
have reached me. We investigate every 
case and where hardship is stated we 
insist on a check by the Red Cross. On 
industrial deferment we watch the 
word from Washington. and I talk to the 
State director of Selective Service every 
day.” 

That suggests the svstem that most 
States will adopt in dealing with defer- 
ments for members of National Guard 
units. Each man will have to make his 
own case, with the help of his emplover. 
and no hard-and-fast rules are being Jaid 
down in Washington. 

Draftees benefit from a more lib- 
eral system. A registrant’s fate is up to his 
local board, not a military agency. Basic 
law, which only Congress can change, de- 
fers World War II veterans, a few others. 
Regulations. which only the President 
may change, defer men with dependents. 
and those who convince their local boards 
that they are essential industrial or farm 
workers. 

Steps required for a job deferment 
are outlined in the chart on this page. 
Chances in each case depend on local 
conditions, with most boards tightening 
up now that quotas are larger. 

No certain standards apply. Draft 
headquarters can issue advice. It just 
told the boards, for example, that it fa- 
vored deferment of college students who 
were in the upper half of their classes last 
year. But the boards often ignore such 
advice. 

This procedure undoubtedly will re- 
main the same even if Congress author- 
izes a draft of older men. 

A rigid deferment policy, in short, 
is not in sight for reservists or draftees. 
A few general principles are the most 
to expect for guidance. The alternative 
is to give blanket, permanent defer- 
ments to some groups. Congress and the 
armed forces prefer that each case be 
judged on its merits. 
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PREPAREDNESS: 1950 VS. 1941 


Forces Smaller Now but Can Expand Quickly 


Then and now, when the 
shooting started. 

Pearl Harbor: Draft was on; 
guns, planes, tanks were rolling 
off assembly lines; U.S. might 
was growing fast. 

Korea: Armed forces were 
undermanned and draft in dis- 
use; arms production was slack 
except for A-bombs and bombers. 

This time, though, U.S. po- 
tential strength is at the highest 
point in history. That's what 
makes final victories. 


The first Pearl Harbor, Dec. 7,1941, 
found the U.S. in many ways better 
prepared for warfare than it was at 
the time of the “second Pearl Har- 
bor” in Korea on June 25, 1950. 

When Japan launched her surprise 
attack in 1941, this country was already 
well along on the road to .obiiization. 
President had called for the 
production of 50,000 planes a year. Eco- 
nomic controls were in being. Build-up 
of the Army was rapidly going ahead, 
with the draft in broad use. 

In June, 1950, U.S. defenses had been 
permitted to decline. Arms production 
was low. There were few Army divisions 
and most of those were only partly 
trained. The draft was not in use. Control 
machinery for trade and industry was 
lacking. This country committed 
to the containment of Russia and to the 
detense of wide world, 
without possessing the forces or the types 


Roosevelt 


was 
areas of the 


of arms required. 

Offsetting these handicaps, one vital 
advantage did tavor the United States, 
as officiais are quick to point out. This 
time, U.S. possessed a stockpile of atomic 
bombs and big bombers capable of drop- 
ping them at almost any point in the 
world, though such bombs did not fit the 
pattern of war that actually developed 
in Korea. 

Also, when the Korean fighting began, 
U.S. industries and farms were produc- 
ing big quantities of materials essential 
for war. 

The table on page 23 shows a com- 
parison of where the nation stood at each 
of its two “Pearl Harbors.” 
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In military strength, other than 
atomic bombs and big bombers, the U. S. 
Was more nearly on a war footing nine 
years ago than today. 

The armed services were expanding 
rapidly in December, 1941. The National 
Guard had been called to duty in August, 
1940, more than a year earlier. The draft 
had been started in September, 1940, 


and 920,000 men had been inducted by 
the date of Japan’s attack. 

This time, U.S. is just now beginning 
to call out the National Guard and the 
Reserves. The draft, allowed to fall into 


Or aiessonsarthacsseaemalaieioeessl 


DECEMBER 7, 


disuse after 30,000 men were inducted 
in November and December, 1948, is 
just being resumed. 

Altogether, more than 2 million men 
were in service in 1941, compared with 
fewer than 1.5 million this year. The 
Army alone, without including the Air 
Force, in 1941 was nearly three times 
the size of the Army today. It had 
35 divisions then, compared with 10 
now. 

The Navy, while it had only 310,000 
men in 1941, as compared with 379,000 
now, actually had 100 more combat ships 
in service. But nine years ago the Navy 
was waiting for completion of 346 com- 
bat ships, whereas 454 such ships now 
are in reserve in the “mothball” fleet. 

The Marine Corps now is only slightly 
larger than in 1941, in spite of the many 





demonstrations of its skill in amphibious 
landings during World War II. 

Only the Air Force, among the major 
service branches, is substantially larger 
than the Army Air Corps was nine vears 
ago. It now has more than 400.000 men 
—nearly twice as many as in 194], 

Output of weapons, at the time of 
the first Pearl Harbor, was on a much pig. 
ger scale than now. 

Aircraft production had gotten a start 
in 1939, through the filling of orders for 
European nations. After the fall of 
France, in June, 1940, that productio, 





1941 
In 1950, a second series of defeats 


was rapidly stepped up. By December. 
1941, the rate had reached 25,000 planes 
a year, compared with 2.580 now. 

Tanks were being produced in Decem- 
ber, 1941, at an annual rate of 8.500. To- 
day, no new tanks are being built. though 
some World War II medium tanks are 
being remodeled, to give them more 
speed and fire power. 

The merchant marine, on the other 
hand, is in much better shape now than 
it was in 1941. Then, the nation had 
about 1,100 ocean-going merchant ships, 
totaling 10 million tons. Only 31. ships 
were laid up in reserve. But this vear, 
when the Korean war broke out, the mer- 
chant marine consisted of 1,175 ships. 
totaling over 14 million tons and includ- 
ing many vessels faster and bigger than 
those available nine years ago. In addi- 
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‘jon, there was a national-defense reserve 
ject of 2.277 ships, which could quickly 
be placed in service. Already, since the 
Korean war began, 123 vessels have been 
withdrawn from this fleet and are being 
put to use. 

“In economic power, the U.S. has 
made big gains since 1941. The national 
income, now at an annual rate of 221 
billion dollars, is nearly double what 
it was nine years ago. The average hourly 
wage of factory workers also has nearly 
doubled. Meanwhile, the annual Govern- 
ment budget has gone up only one third. 
But the buying power of the dollar has 
fallen by more than a third, and the na- 
tional debt has been multiplied nearly 
five times. 

Population of U.S. has grown nearly 
17 million since the first Pearl Harbor. 
4s a result, the labor force has expanded 
by 9 million and civilian workers em- 
ployed have increased 10 million. 

Production of basic materials has 
hen expanded, too. Steel output now 
exceeds 100 million tons a year, com- 
pared with 85 million in 1941. Oil pro- 
duction is up 10 per cent. A synthetic- 
mbber industry, which did not exist in 
1941, has a capacity of a million tons a 
year. 

Automobiles are being turned out 
nearly three times as fast as they were 
nine years ago. House construction is 
doubled. These two industries, if cur- 
tailed, can release big amounts of ma- 
terials and labor for war purposes. 
Stand-by factories, idle since World War 
Il, also can be utilized. 











Agriculture has increased its output 
by a third since 1941, through improved 
methods. Stockpiles of wheat, corn and 
many other farm commodities are even 
bigger than in 1941. 

Taken altogether, both industry and 
agriculture now are geared for produc- 
tion on a bigger scale than ever before. 

Nine years ago, even though the 
U.S. defense program was already in 
full momentum, the first Pearl Harbor 
was followed by a string of defeats that 
was unbroken for six months. Guam, 
Wake Island, the Philippines, all were 
lost to the enemy. Not until May, 1942, 
in the Battle of the Coral Sea, was the 
U.S. able to strike back on the water. 
And not until August of that vear did 
this country take the offensive on land, 
with the invasion of Guadalcanal. Final 
viccory over Germany and Japan did not 
come until three vears later. 

_ This time, in Korea, the “second Pearl 
Harbor” has brought a new series of de- 
feats to U.S. forces. In mobilized mili- 
tary strength, the nation is even weaker 
than it was in 1941. But its economic 
potential—the basis of all military strength 
~Is greater than at any previous time in 


history. 
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U.S. Preparedness — 
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Then and Now 


Number of men already drafted 


Outbreak of 
War in Korea 
June 25, 1950 





































































































Number of men in armed services 2,025,000 1,450,000 
aaa “ — ~ ome 1,425,000 596,000 
not including Air Force 
Number of divisions in Army 35 
Number of men in Air Force 225,000 404,000 
Number of men in Navy 310,000 379,000 
Number of combat ships, active 345 245 
Number of combat ships, inactive none 454 
a a oe ships under 346 sitet 
Number of men in Marine Corps 65,000 74,000 
Military-aircraft production, annual rate 25,000 2,580 
Production of new tanks, annual rate 8,500 none 
san of ocean-going merchant ships, 1,100 1,175 
ee ee merchant ships, 31 2,277 
Size of national debt, in billions $55.2 $257.4 
National income, annual rate, in billions $112.8 $221.0 
Annual Government budget, in billions $30.7 $40.2 
Average hourly wage, in dollars 78 1.45 
What dollar was worth, in cents 90.5 58.7 
(cost-of-living dollar, 1935-39, was worth 100 cents) 
Population of U. S., in millions 133.4 151.0 
Size of labor force 57,260,000 | 66,177,000 
Number of civilian employed 51,615,000 61,343,000 
Number of unemployed 3,620,000 3,384,000 
Steel production, tons, annual rate 85,800,000 | 100,685,000 
Automobile production, annual rate 2,946,000 8,648,000 
papa ie sy millions of barrels, 1,511 1,666 
Synthetic-rubber capacity, tons per year none 1,000,000 
Annual rate of house construction 700,000 1,400,000 
Stockpile of wheat, millions of bushels 385 417 
Stockpile of corn, millions of bushels 645 950 
Stockpile of cotton, millions of bales 12.8 7.0 
9 1950, By U.S. News Pu a 
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Aid From U.N. 
To U.S. Forces 
Will Stay Small 


Reported from LAKE SUCCESS, N. Y. 


Military help provided by members of 
the United Nations to wage the Korean 
war, fought in the name of the U.N., is 
to remain relatively small. 

Offers of aid, coming to U.N. head- 
quarters, now can be assembled and ap- 
praised. When added up, they still leave 
the main job of winning the war on the 
shoulders of the United States. 

The chart on this page shows, country 
by country, the help already given and 
the help promised for the future. 

Ground troops, most needed, are 
being offered sparingly. Britain is prom- 
ising a unit of about 6,000 men. This 
is to be fully armed and self-contained, 
able to fulfill its own needs for supplies. 

Canada is recruiting a_ reinforced 
brigade of 4,000 to 5,000 men. Australia 
promises around 2,000, to include units 
from her occupation force in Japan. New 
Zealand offers 2,000 to 3,000 men. Tur- 
key says she will send 4,500. 

Two Southeast Asia countries plan to 
get into the fight. Thailand offers a com- 
bat team of 4,000 men, and the Philip- 
pine Republic a force of 5,000. 

While these offers all specify equipped 
troops, more equipment will be needed. 
Because of problems of equipment, 
training, supply and transportation, it is 
expected to be at least five months before 
anv of these soldiers see action. 

All told, these offers add up to about 
28,000 men. This compares with prob- 
ably 75,000 American soldiers and 
marines now in Korea, plus hundreds of 
thousands being mobilized at home, and 
50,000 South Korean troops in the line. 

For political reasons, Chiang Kai- 
shek’s tender of 33,000 Chinese National- 
ist soldiers is not being accepted. 

Naval aid already being given is 
sizable. Most of Britain’s Far Eastern 
Fleet has been on the job since the early 
days of the war. Three Canadian destroy- 
ers, an Australian destroyer and frigate, 
a Dutch destrover and a French frigate 
also are in Korean waters. 

Air action by one Australian fighter 
squadron has aided U.S. troops for 
several weeks. Canada sent a transport 
squadron, and South Africa plans x fight- 
er squadron. Belgium and Greece offer 
air transportation. More than 30 U.S. Air 
Force squadrons are active in Korea. 

Thus, the aid given or promised by 
other U. N. members is small, compared 
with U.S. forces now fighting in Korea. 
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MILITARY HELP NOW BEING GIVEN | 


1 frigate : 


¢ CANADA: 3 destroyers, 1 ic tremepart squadron 
¢ NETHERLANDS: 1 destroyer 


¢ BRITAIN: 2 aircraft carriers, 3 cruisers, 
6 destroyers, 6 frigates, 1 hospital ship, 


1 tanker 


e FRANCE: 1 frigate 


MILITARY HELP OFFERED 


e Australia: 
2,000 troops 
e Belgium: 
Air transportation 
¢ Bolivia: 
30 o 
e Canada: 
1 volunteer brigade of 4,000- 
5,000 troops 
e Nationalist China: 
33,000 troops, 20 transport 
planes offered, not accepted 
e Costa Rica: 
500 volunteers 


e Denmark: 
10 ambulances with personnel 


e France: 
1 sloop 


e Greece: 


6 transport planes 


1 ambulance unit, 1 surgical 
unit 


e New Zealand: 


2,000 to 3,000 troops 


e Norway: 


Sea transportation 
Panama: 

Volunt 
Philippine Republic: 

5,000 infantrymen 
Sweden: 

200-bed field hospital with 

personnel 
Thailand: 

4,000-man combat team 
Turkey: 

4,500 troops 
Union of South Africa: 

1 fighter squadron 
Britain: 

Self-contained ground force 

of 6,000 ; 
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White House is running into 
the old trouble of too many 
cooks. Confusion in high places 
is exposed by the war. 

Under the Truman system, 
each department head is his own 
boss, makes policy as he sees fit, 
and runs it. 

Now trouble is breaking out 
all over. Trend is toward gather- 
ing in loose ends, getting over- 
all command back on the job. 


Harry S. Truman is discovering, in 
the midst of a small war, that the 
basic theory on which he runs the 
office of President has its serious weak 
spots. Men in a position to know 
say that the President is making some 
revisions of his earlier thinking. 

When he came into office, Mr. Tru- 
man settled upon the view that the job 
he had was too big for any man to fill. So 
the President set about creating what 
amounted to 12 or 15 other Presidents. 
Each was to have plenty of authority to 
make policy and run his own department. 

Thus U.S. got a President for Agri- 
culture, another for Labor; a President 
for Defense with three sub-Presidents for 
Army, Navy and Air Force; a President 
for foreign policy and other Presidents 
for social welfare, public lands, parks, 
oil and Indians and all sorts of things. 

In his present trouble, Mr. Truman is 
finding that his theory is breaking down. 
He finds himself with too many Presi- 
dents, too many conflicting policies. For 
the department heads took his theory 
into their own departments and set up 
little islands of authority there, each with 
its own ruler, a kind of midget-sized Pres- 
ident, shaping policies without much re- 
gard for what was going on next door. 

Now, in a time of crisis, insiders say 
that Mr. Truman discovers troubles 
breaking out all along the line. 

It was days after General of the Army 
Douglas MacArthur visited Chiang Kai- 
shek on the island of Formosa before 
either President Truman or Dean Ache- 
son, the Secretary of State, knew exactly 
what commitments involving the United 
States had been made during that visit. 
General MacArthur was a kind of Presi- 
dent in the Far East. 
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CONFUSION IN A CRISIS: WHY? 


Truman Finds 12 Presidents Are Too Many 





Mr. Truman felt it necessary to send 
W. Averell Harriman, his new special as- 
sistant, to learn the full story from Gen- 
eral MacArthur. Although there had been 
talks in Washington, and it was agreed 
that a man from the General’s staff should 
go to Formosa, neither Mr. Truman 
nor Mr. Acheson had known the General 
would go in person. And the reports that 
came in from Chiang’s headquarters were 
disturbing both to Mr. Truman and to 
America’s European allies. 






Numerous other commitments \.ere 
being made during this period. But the 
Council did not draw up a list of which 
of these commitments the nation would 
use its Army and Navy to back up. And, 
in the absence of stich a list, the military 
men had no estimate of how big Army, 
Navy and Air Force would have to be 
to fulfill American promises. 

In the absence of such a list, Secretary 
Acheson went ahead shaping world pol- 





That one situation is being 
referred to by some key of- 
ficials as typical of the con- 
flicts of authority that have 
been arising. 

Korea is cited as another 
example of how the Truman 
plan has worked in practice. 
When the South Korean Re- 
public set up under 
United Nations sponsorship, 
the State Department urged 
that the South Korean Re- 
public be made self-sustain- 
ing. But the military was un- 
der tremendous pressure to 
demobilize. It felt unable to 
police Germany and Japan, 
occupy Korea and defend 
America as its man power 
went down. And, in any war 
with Russia, the militarv held 
Korea to be indefensible. It 
still feels that way. 

On June 30, 1949, U.S. 


was 
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troops were pulled out of 
South Korea. The program of 
the State Department had not 
been carried out, but a Government was 
functioning there. And, under American 
commitments, the State Department felt 
bound to support South Korea. When the 
attack came, it was felt that the United 
States could not pull out; to do so would 
undermine American prestige all through 
Asia. But most of the Army had been 
demobilized and there was little force to 
back up the commitment. 

The National Security Council, com- 
posed of the top officials of international- 
policy and defense agencies, was sup- 
posed to match America’s policy commit- 
ments abroad with the nation’s armed 
force, to make certain the nation could 
fulfill its promises. But the Council went 
for long periods without a meeting. The 
South Korean matter lay without a deci- 
sion on what this policy meant in terms 
of fighting men and equipment. 


~Thomas in Detroit News 


‘LOST FACES IN WASHINGTON’ 


icy. Defense Secretary Louis Johnson was 
cutting armament spending right and 
left, to the applause of the economy 
minded. And Secretaries Frank C. Pace, 
Jr., of Army, Francis P. Matthews of 
Navy and Thomas K. Finletter of Air 
were going their own ways. 

Facts now coming to light are being 
cited as similar examples‘ of a lack of 
driving force from the top. 

A year ago, the Joint Chiefs of Staff de- 
cided the nation should go ahead with a 
tank-building program. But men on the 
inside now disclose that, what with budg- 
et cuts and such, the White House did 
not pursue the matter. When the Korean 
war broke, there was virtually no tank 
production. Now it will take a year to 
tool up and produce tanks in any volume. 

Insiders say that tactical aviation 


showed the same lack of drive. There 
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‘CHIEF EXECUTIVES‘ JOHNSON AND MacARTHUR 


ef 
—Dept. of Defense 


Divided leadership meant conflicting policies 


was a promise that ground-air teams 
would be developed. Planes would be 
built and training geared to the needs 
of ground forces. But, when the war 
came, little had been done. The Army 
had no ground-air teams equipped for 
close work. 

Stuffed away in odd corners of the 
Government are various over-all plan- 
ning and policy-making agencies, eco- 
nomics boards, resources groups, strate- 
gists. They have seen little use since the 
death of Franklin D. Roosevelt, who 
liked to plan and study the road ahead. 
Now, insiders say, Mr. Truman is bring- 
ing them out and putting them into shape. 

The National Security Council, by 
order of the President, now is meeting 


Black Star 


MR. SYMINGTON 


weekly to appraise and co-ordinate in- 
ternational policy and military power. 

The President’s Council of Economic 
Advisers, long without a Chairman, now 
has been filled out and put to work again. 

The Atomic Energy Commission, with 
a program vital to the country, also minus 
a Chairman for a long time, now has a 
Chairman, and internal squabbles are 
being straightened out. 

And the National Security Resources 
Board, which lacked a Chairman for 
months while the President sought to 
install Mon C. Wallgren, an old political 
friend, now has a White House trouble 
shooter, W. Stuart Symington, in the 
place. Some insiders think that Mr. Sy- 
mington may become the over-all director 
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—Acme 


MR. TRUMAN & MR. PACE 


for any system of economic controls § 
is developed. cL 

In addition, the President has broygll 
Mr. Harriman into the White Houses 
act as his personal adviser on forej 
affairs, to keep tab on the whole rapa 
of commitments overseas. At the gam 
time, in every field of vital military ay 
international activity, men from the Da 
fense Department and the State Dep 
ment have been assigned to work 
gether. Two dozen high-ranking 
men have been assigned to work as pag 
ners with their opposites in the Stag 
Department. 

There still are some hints that fhe 
President is toying with the idea of @ 
viding the responsibility for handling 
economic controls and spreading it oy 
among Government departments. Undep 
such a plan, the Agriculture Department 
whose job is to work for betterment, 
farm income, would control food pricgg: 
The Labor Department, designed to help 
the worker, would control wages. 
this is only a suggestion so far. 

Men close inside the Government § 
that the President is turning more 
more toward tight, straight-line opemm 
tions as the crisis develops. As an ari 
lery captain, he was accustomed to seg 
ing orders move down from the top 
war. And, as the nation moves again 
meet the threat of war, the President# 
setting up the machinery with whid 
controls can be administered from fg 
top down. 

Those who know the President be 
say that his own preference is for a de 
centralized Government, with each dé 
partment making its own decisions. Bat) 
in the emergency, he is being compelled 
to reappraise his old setup and give mom 
orders from the White House. 
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—Wide World 


MR. HARRIMAN 


With the threat of war, the lines of responsibility tightened 
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A small section of the ‘‘old”’ 

filing area at the Bureau of 

Land Management, Dept. of 
Interior, Washington, D. C. 


priceless documents are now 
being put on Recordak Microfilm 


At the Bureau of Land Management you'll see row after row of heavy 
bound volumes containing the deeds for every parcel of public domain 
land granted to the citizens of the United States since 1788. 


Year after year... these priceless records have been in and out of the 
files as clerks answered a continuous flow of inquiries from lawyers, 
realtors, title-abstract companies and historians. As a result many records 
show the effects of wear and tear... or the stamp of time. 


It will be a different story, however, when Recordak microfilm copies of the 
original documents are available. Then, wear and tear on the originals 

will be halted . . . reference will be much faster. Clerks will have at their 
finger tips the contents of 11,500 bound 

volumes—in just ten six-drawer cabi- 

nets—ready for immediate review in 

a Recordak Film Reader, which 

enlarges each film image to nearly 

twice the bound volume size. 


Also, whenever additional film 
copies are needed, they can be 
made from the master negatives 
—stored safely in the vaults of 
the National Archives. Thus, 
Department of Interior engineers 
predict, a photographically accurate and oomph te film record of 64 
million priceless deeds will be maintained through the years. 


Just another example of the way Recordak microfilming is 
serving Government . . . and 65 different types of business 
. thousands of concerns, 
For the full story of its possibilities in your business, 
write for a free copy of “50 Billion Ree -ords Can’t Be 
Wrong,” Recordak Corporation (Subsidiary of Eastman 


Kodak Company), 350 Madison Avenue, New York 17, N.Y. 


**Recordak”’ is a trade-mark 


SRECCRDORK 


(Subsidiary of Eastman Kodak Company) 





originator of modern microfilming— 
and its applications to business systems 


EXCLUSIVE SAFTI-LOCK 
GUM-DIPPED CORD BODY 


Safti-Lock construction, developed as a 
result of Firestone’s unequalled expe- 
rience in building racing tires, binds all 
parts of the tire into a single inseparable 
unit of amazing strength. The improved 
Firestone process of Gum-Dipping 
insulates every cord against heat created 
by internal friction, the principal cause 
of blowouts. 


UNIQUE SKID-RESISTORS 
IN SAFTI-GRIP TREAD 


When you step on the gas, these Skid- 
Resistors open up and dig into the road 
like the claws of a cat. When you get 
rolling, they close up until you need 
them again. Then, when you step on the 
brake, the Skid-Resistors open again, 
but this time the opposite edges dig into 
the road, bringing you to a smooth, safe 
stop without skidding or slipping. 


Firestone Life Protector Safety Tubes 
Give Utmost Protection Against Blowouts 


Firestone Tires are built to resist most causes of blowouts, 
but no tire can withstand running over a spike or other sharp 
object at high speed. A tire with an ordinary tube will go flat 
instantly when a blowout occurs, causing the car to swerve 
out of control. Firestone Life Protector Safety Tubes retain 
% of the air, enabling you to bring your car to a safe, straight- 
line stop. 
















Firestone 


Make Safety Your Business, Too, By 
Equipping Your Car With a Set of New 





OO x AUGUST 3, FIRESTONE CELEBRATED its 50th 

Anniversary of providing the public with extra quality and extra 

value products and services at no extra cost. In that half-century, 

Firestone pioneered such outstanding contributions to safety and economy as the 

first straight-side tire, the first commercial demountable rim, the first non-skid tread, 

the first Gum-Dipping process, and the first balloon tire . . . achievements which 
prove that Your Safety Is Our Business at Firestone. 


Your safety is also the business of Firestone Dealers and Stores. There you will 
find men and machines that will help you get out of your tires all of the mileage 
we build into them. So make safety your business, too. Equip your car with Firestone 
Super-Balloons and have them inspected regularly, without cost or obligation, at 
your nearby Firestone Dealer or Store. 


Listen to the Voice of Firestone every Monday evening over NBC 
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Advertise to the Men and Women 
in America’s Most Influential Market 


If you as a regular reader have a direct or indirect 
interest in a company that manufactures products sold 
to industry or merchandise suitable for the quality 
trade, you might well suggest to your advertising de- 
partment that the very best place to advertise such 


products is in the pages of this magazine. 
* 


The news content of 
U.S. News & Wortp Report 
is of help and practical use to every 
reader in formulating and carrying out 
business and personal decisions (just as 
it is to you). 





That’s why the news that appears in 
the advertising pages of this magazine is 
read and acted upon by persons who 
comprise an important market for your 
products. 


°Aneniai Class 7 Ni lagazine 


U.S. News & World Report 


WASHINGTON 








* USEFUL NEWS FOR IMPORTANT PEOPLE * 


(‘Knowledge is Power'’) 
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THE CAPITALS OF THE 


TOKYO....HONG KONG....NEW DELHI....STRASBOURG.... 





>> It's Joseph Stalin's turn to make some decisions in Asia, maybe modify his 
plans and tactics a bit. Not everything is proceeding according to plan. 

Korean invasion is not going as planned. Formosa invasion looks stiffer, 
riskier with Korean war still on, with U.S. Seventh Fleet in the way. Big push 
into Indo-China may have to be reconsidered. Mao Tse-tung, Communist boss of 
China, has to be "co-ordinated," handled carefully. Pandit Nehru, India's Premi- 
er, offers "peace" opportunities that perhaps can be exploited to Soviet advantage. 

Observers in Hong Kong, Tokyo emphasize that how Stalin handles Mao, how he 
follows up Nehru's lead are as important as the shooting in Korea. For these 
three--Stalin, Mao, Nehru--are Asia's big shots. They make the big decisions. 
thousands of miles from China, doesn't trust Mao, can't count on 

















Stalin, 


Nehru to make the right decisions. That's why Vyacheslav Molotov, Stalin's Asia 
expert, is now reported in Peiping. There are difficulties to be ironed out. 





>> As Molotov and Mao can see clearly from Peiping..... 
Quick victory is no longer possible in Korea. That upsets lots of plans. 
What Stalin expected, apparently, was a Korean operation requiring maybe a 
month, all finished and tidied up by the end of July. U.S. and United Nations 
upset that calculation. Now this war may take a year, might not be won either. 
To prevent defeat, Stalin has to weigh the wisdom of calling on Mao to send 
masses of Chinese Communists into Korea, plus Soviet planes, guns and tanks. 
Risk to Stalin is that this puts Mao in an area--Korea--that Russia has 
long staked out for itself. And mixing Korean and Chinese Communists is risky. 
Risk to Mao--much greater--is twofold: By helping Stalin conquer Korea, Mao 
is helping Stalin get tighter control over China, via Korea and Manchuria. Yet, 
if he doesn't help Stalin, Mao can't count on Stalin's help on Formosa. 

















>> Molotov-Mao talks turn on these points; 
Korea has No. 1 priority for Stalin in Asia, at the moment. 
Formosa has top priority for Mao. He'd as soon ignore Korea temporarily. 
Korean war has apparently delayed Mao's plan to invade Formosa, interposed 
a U.S. fleet between him and Chiang Kai-shek, forced him to call on Russia for 
additional help--jet planes, shipping, Soviet technicians. This wasn't the way 
Mao had it planned 10 months ago when he began the build-up for Formosa. 
Decision on Formosa, as a result, iS now up to Stalin, not Mao. 
Mao, meanwhile, is committed. He has advertised the invasion, promised it 
to his people, still sees it as the way to get rid of Chiang once and for all. 
But to Stalin there are big risks as well as gains involved. Gain, if it 


works, is a crushing blow to U.S. in Asia, a Serious split between U.S. and some 
(over) 
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of its allies. Another gain might be a U.S.-Chinese war, to keep the U.S. bogged 

down in Asia, weaken it in Europe. Risk is that invasion might not succeed. 

Another risk, growing out of U.S.-Chinese war, is all-out preparation for war 

by the U.S., more U.S. planes and ships near Soviet territory, and world war, 
Stalin in his Black Sea hide-out, Molotov and Mao in Peiping are probably 

weighing all these considerations now.. Decisions, one way or other, are due soon, — 

pattler, 

>> By way of perspective on Stalin, Mao and events in ASia..eee oa 
Stalin does make mistakes. He has made Several of them in China. eral Ci 
Mistake No. 1, 24 years ago, was to advise Chiang Kai-shek, then his ally, Marine 


not to risk the long march to recapture North China. But Chiang marched and won. a 
Mistake No. 2 was to advise Mao, who succeeded Chiang as Stalin's ally in ot 
China, to organize city workers, not peasants. Mao disobeyed, and did fine. value 0 
Mistake No. 3 was then to overrate Chiang's strength, underrate Mao's. oficial 


Mistake No. 4 was to halt Mao at the Yangtse, in his conquest of China, = 


warn him it was risky to press on, that the U.S. might intervene. ly than 


Mistake No. 5, from Mao's point of view, was to put Korea ahead of Formosa. eae 
“ began t 


It remains to be seen whether decisions Stalin is now pondering over Korea of this 


and Formosa will turn out to be mistakes, too. Basic point to keep in mind is _ 
to siosn 


this: Manchuria is the sore spot between Stalin and Mao. Treaty agreed to by al & 
Stalin and Mao last winter actually leaves Stalin in control of Manchuria. Under inese. F 
treaty terms, Stalin can stay in Dairen indefinitely. Staying in Dairen means i fight 
the right to protect his line of communication to it, across Manchuria. That a. 
means control of Manchuria. Korea, too, is important as an approach to Manchuria. Then 
Without Manchuria, Mao can't industrialize China, can't build himself up. = 

The Co 

>> Stalin is using Nehru, meanwhile, to split up the anti-Soviet coalition. f shoe 
On the record, India has voted with the U.S. on the invasion of Korea, but = 


against the U.S. on subsequent U.N. motions, against the U.S. on the question of barkatio 


admitting Communist China. And, so far, no Indian troops are headed for Korea. * ge 


Nehru's hope seems to be that Soviet control of Asia won't really happen. must ha 
When the chips are down, Nehru may show up on the anti-Communist side. for batt 
As it is, Nehru seems to be on both sides. He's grist for Stalin's mill. ope 
services 
This is t 
The 









































>> Western Europe, despite Korea, shows more signs of disunity than of unity. 

From Strasbourg, where leading officials and politicians have been meeting pansion 

in the Council of Europe, a U.S. News & World Report editor reports as follows: eral Cat 
Hard fact, behind all the brave talk, is that Western Europe as a whole i 

more and more resembles the France of 1940, just before the collapse. wise vet 


Reason Europeans don't unify, don't really get together, is this: sea 
periodic 


British won't pool their resources with those of Western Europe, won't risk interval 
living standards, social gains, or sovereignty in a real U.S. of Europe. pare the 
French, though most eager of all for unity, hesitate to go ahead without the Sond 
British. The French fear German domination, if Britain isn't in the deal. er, and 
Germans are for unity if their sovereignty is restored in full, if defense > 
against Russia is a joint effort. Otherwise, they'd prefer neutrality. than cap 
Everybody agrees that potentially Western Europe, plus the U.S., is stronger have spe 
than Russia. But potential guns, it's pointed out, don't stop any Russians. “sem 
Feeling is it's up to U.S. to force unity on Europe. What's urged now is a cruits are 


U.S. move demanding a unified high command, military and economic. ie 
ntee! 
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General Cates, Guadalcanal Veteran, Leads Marines Back 
To Fighting Strength After Narrow Escape From Extinction 


Gen. Clifton B. Cates, a rugged old 
hattler, leads a band of fighting men 
that, to the surprise of some and the relief 
of many, is back in combat again. Gen- 
eral Cates is Commandant of the U.S. 

Marine Corps, a force sentenced not 
long ago to virtual extinction by the 
4rmy, the Air Force and the economy 
soup of the Defense Department. 

But times have changed quickly. The 
value of the Marine Corps once more is 
ficially recognized. It is fighting in 
Korea, although in small, separate units. 
ind it is being expanded far more rapid- 
ly than any other service. It is to grow 
fom 74,000 when the Korean shooting 
hegan to more than 200,000 by the end 
of this vear. 

General Cates, one of the first Marines 
toslosh his soggv boots ashore at Guadal- 
canal, has fought both Germans and Jap- 
inese. But he and other top Marines had 
fight a political battle in Congress and 
pose the other services at the Penta- 
sn to keep the Corps alive. They did. 

Then war in Korea revealed an acute 
shortage of U.S. troops ready for battle. 
Sudden calls are a Marine specialty. 
The Corps is essentially a selected force 
f shock troops, adept at amphibious 
erations and guerrilla warfare, con- 
tantly hard trained and ready for em- 
barkation to distant trouble spots. 

Insurance. One of the lessons of 
Korea was that, looking ahead, the U.S. 
must have a strong Marine Corps, ready 
for battle wherever Communist aggres- 
son may erupt, a hard-hitting force to 

Ftake and hold ground until the other 
services can bring up _ reinforcements. 
This is the traditional job of the Marines. 

The purpose of the present rapid ex- 
pansion is to provide such a force. Gen- 
eral Cates is building up the service prin- 
cipally by calling in its Reserves. There 
are 130,000 of these. Many are combat- 
wise veterans of World War II. As Re- 
servists, large numbers of them have had 
periodic peacetime training. Only a short 
interval will be needed, it is said, to pre- 
pare them for combat. 

Some Reservists, of course, will not be 
accepted. The veterans are five years old- 
é, and some have developed physical 
disabilities. There is a surplus of colonels 
and majors, so few Reserve officers higher 
thin captain are to be taken unless they 
have special qualifications. 

Enlistments are to make up any de- 
iciencies in the ranks. And, where re- 
cuits are concerned, the Marine Corps is 
fussy. It is not taking draftees. It wants 
volunteers who prefer the Corps for its 
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—Harris & Ewing 
GENERAL CATES 
- - - 175 years of tradition 


special qualities and missions. It sets 
higher educational, intelligence and 
physical qualifications than the other 
services and prescribes a more rigorous 
training. 

Marine troops are constantly taught 
that they are part of the best fighting out- 
fit in the world. They believe it. Much is 
made of the Marines’ long history and 
their traditions. Morale, readily trans- 
lated into fighting enthusiasm, is kept 


ee 


. ; -U.S. Marine Corps i 
MARINES EMBARK 
... the pick of the troops 


high. And the pick of such troops goes 
into the combat units. 

Organization. At its World War II 
peak, the Marine Corps had 486,000 of- 
ficers and men, organized in six divisions 
and two corps. By the time of Korea, the 
Marines were down to two emaciated 
divisions, each hardly of more than bri- 
gade strength, due to the economy drive 
and the insistence of the Army and Air 
Force that they get as much as possible 
of the nation’s limited defense funds. 

In the months ahead, as the Corps 
grows, its two divisions are to be fleshed 
out. A Marine division normally is much 
larger than an Army division. It includes 
not only foot soldiers but a closely in- 
tegrated tactical air force, tanks, antiair- 
craft and antitank units. flame throwers, 
engineers. The fliers are trained first of 
all as ground officers. All units work, live, 
train and fight together. 

Two full Marine divisions of this sort 
would take some 60,000 men. Subject to 
a decision to organize a third division, the 
rest of the men would go into the supph 
service, would train recruits and fill out 
Marine guard units on naval vessels and 
at shore stations and at embassies abroad. 

The man who stayed. General Cates, 
in charge of all this, is a man who simply 
signed up for the Marines in the first 
World War and stayed on to become the 
ranking officer of the Corps. In 1917, the 
General—a “country boy.” he says, from 
a Mississippi River town in Tennessee— 
was finishing a law course. He heard 
there were openings for officer training 
in the Marine Corps, and, without know- 
ing just what he was doing, he adds, he 
took a competitive examination and was 
accepted. 

His World War I record was distin- 
guished. As a lieutenant he was in the 
thick of most of the famous Marine cam- 
paigns in France—Belleau Wood, Soissons, 
St. Mihiel and the Meuse-Argonne. He 
was gassed, wounded seven times and re- 
turned to the U.S. with a string of cita- 
tions. 

Between wars, the General 
White House aide, served at sea, did re- 
cruiting duty, attended the service schools 
and spent three years at Shanghai. At 
the time of Pearl Harbor, he was a 
colonel. He likes to point out that, with- 
out a Marine Corps, the Guadalcanal 
campaign would have been impossible 
until! much later, for the Army was not 
nearly ready for it. 

Still a colonel, Cates commanded the 
First Marine Regiment at Guadalcanal 
from the first landing until the island was 
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IF ARNOLD GOODALE and his 8-year-old son Bruce 
saw this high-octane gasoline plant at night, Bruce | 
would ask many questions. But Arnold could | 
answer them, thanks to his 14 years’ experience | 
at Norton where about half of his co-workers | 
also have more than 10 years’ service. 


'010 YOU SAY NORTON SPHERES, DAD?” 


“No, Bruce, I said those balloon-shaped tanks are Hortonspheres...built 
for safe storage of high-octane gasoline. But Norton does help fill those 
tanks with gasoline.” 
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“HIGH TEMPERATURES, often used in 
petroleum and chemical processes, call 
for super refractories. From. catalysts 
for petroleum cracking to chemical 
furnace linings — Norton refractories 
handle temperatures up to 4500° F. 
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“OIL WELL DRILLS are sharpened reg- 
ularly by Norton grinding wheels. Vital 
parts of pumps that push oil and gas- 
oline all the way from wells right to 
our gas tanks are precision ground by 
Norton wheels and machines. 








“YES, BRUCE, in oil refining and chemical processing, as in so many 
other industries, Norton, world’s largest manufacturer of abrasives, helps 
boost quality higher and higher.” 
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safely in American hands. He took part 
at Saipan and commanded the Fourth 
Marine Division in the attack on Tinjgy 
and Iwo Jima. The latter, he says. 


: Was 

“the bloodiest fighting of the war,” 
The war over, General Cates took 
charge of the Marine Barracks ap 


Schools at Quantico, Va., and then op 
Jan. 1, 1948, became Commandant of the 
Corps. He found it harassed with 
enemies, whom his predecessor, Gep, 
Alexander A. Vandegrift, already had 
been opposing under severe handicaps 

Abolish the Marines? There hav 
been strong efforts to reduce or abolish 
the Marines after every war and some. 
times in between wars. How close the 
Corps came to near extinction in the last 
attack few people realize. The Arm 
wanted to absorb its functions in ground 
fighting. The Air Force wanted to take 
over its aviation. 

The Senate, under such _ prodding 
passed a bill that would have reduced the 
Corps to a small force whose functions 
would have been confined to guard duty 
and shore skirmishes of importance to 
the Navy. A principal handicap was a 
censorship imposed by President Tru- 
man. Marine officers could not make 






















MORTAR 
When the Marines land... 
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statements on the subject without sub- 





k Part mitting them for approval. 
“ourth General Cates did what he could in 
Tinian House Committee appearances. Another 
> Was General retired to pursue the fight un- 
hampered by censorship. Old Marines 
took and veterans’ organizations responded. 
and The functions of the Corps were saved 
en On in the House. 
of the A budgeting battle followed. The other 


witl grvices, supported by Defense Secretary 


Gen, Louis Johnson, were intent on leaving 
had the Marines a very minimum of the de- 
icaps fense money. The Marines were steadily 
hav reduced. But Korea changed it all. 
bolist The Marines fought in the Revolution 
a ind in every war since. They were ashore 
e th in Korea as early as 1871. It is a familiar 
€ last complaint of other services that the 
Army Marines get “all the publicity,” to which 
‘ound § stock Marine reply is: “O.K., buddy, 
take we didn’t ask for it, we earned it.” 

; In any event, the reputation of the 
ding Corps is such that many Americans got 


d the a heartening lift at word that a few thou- 





‘tions snd Marines had debarked in Korea. 
duty {nd they find reassurance in the fact that, 
sil: if more fighting is to be done, General 
vas a Cates’s Marines, once near abolishment, 
Tru- are being readied to do it. 

make 
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“Listen, Bright-Eyes, when you cased dis joint 


didn’t you see dat sign?” 


It’s A MISTAKE—for would-be intrud- 
ers or plant executives—to overlook 
Cyclone Chain Link Fence. For 
Cyclone gives plants the most effec- 
tive fence protection it’s possible to 
purchase. 

Cyclone’s protection is lasting, too. 
It’s the result of ingenious design, 
rugged construction and strict instal- 
lation standards. Cyclone Fence stands 
up under the severest conditions of 
weather and terrain, giving years of 
trouble-free service. 

With Cyclone, for example, top- 
rails won’t bend or break, gates won’t 
drag, posts won’t get out of align- 
ment. And the zine coating, applied 
after weaving, is thicker, thus giv- 
ing twice the protection against rust that 
you obtain from ordinary galvanizing. 


Whether you’re interested in indus- 
trial, institutional, or residential pro- 
tection, send for a copy of our free 
book, ‘“‘Your Fence.”’ For help on a 
specific fence project, ask for assist- 
ance from our sales engineers. There’s 
no obligation. 

Cyclone is the trade-mark name of fence 
made only by Cyclone Fence Division. 
Accept no substitute. 

SEND FOR FREE BOOK. You'll find our big, 32- 
page fence catalog a valuable reference 
book. It’s full of pictures, facts, specifica- 
tions. Shows 14 types of fence. Describes 
gates and other property safeguards. Be- 
fore you choose any fence for your prop- 

erty, get the facts about Cyclone. 
CYELOWE FEMEE DEVESEGQE 
(AMERICAN STEEL & WIRE COMPANY ) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 


1s TOO SMALL, 
NO Jos 1s roo LarGe-NO 4°" “on Cre, 


U°S°’S CYCLONE FENCE 


CTs (ee. ee 
Cyclone Fence, Waukegan, III., Dept. E-80 
Please mail me, without obligation, a copy of ‘‘Your Fence.’ 





SEND IT TO— 

















(This article represents the result of an extensive 


research on a problem of outstanding importance ) 





Special Report 


MORE TO SPEND—LESS 


Restraints for Price-Wage Spiral Expected 


Spending money, getting more 
ample, is forcing U.S. toward 
wage-price controls. They may 
hit early next year. 

Personal incomes are way up, 
and rising sharply. It means more 
cash in hand, but fewer things to 
buy as war needs step in. 

Taxes will cut down some 
spending money. But, in the end, 
Government may step in to halt 
chase-up of wages, prices. 

The public is going to have a lot of 
extra money to spend in months just 
ahead, and fewer things to spend it 
on. That situation, as it develops, is 
expected to force the Government to 
step in with direct controls, aimed at 
stopping inflation. 

Controls, to be used sparingly at first, 
may bear down harder as time goes on. 
Price and wage controls of some sort look 
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like a good bet for early 1951. A look 
ahead at probable trends in earnings. 
spending and output of goods shows why. 

Income of individuals, already near a 
record level, is to rise rapidly this vear 
and next. More and more people will be 
working. Salaries and wages will rise. 
Hours of work will be lengthened as 
manufacturers try to fill the growing de- 
mand for military and civilian goods. 

Production, over all. will be ste pped 
up, too. But the increase, so far as dur- 
able goods are concerned, will go to mili- 
tary uses, not civilian uses. Consumer 
durables—automobiles, refrigerators, other 
electrical appliances and the like—will be 
cut back rather sharply. 

Demand for such goods then will out- 
strip supplies. Idle money will be floating 
looking for things that are in 
short supply. Prices will be pushed up. 
Workers will demand more pay, and 
probably will get it. 

Then the old story unfolds once more— 
the wage-price spiral and, finally, Gov- 
ernment controls over wages and prices. 
At least, that is the course officials look 
for in months ahead. 


around, 
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TO BUY 


Personal incomes hold the kev to 
this situation. The chart on this page 
shows what to expect. 

Total personal incomes, in recent 
months, have been running at an annual 
rate of nearly 215 billion dollars. That 
probably will jump to a rate of 221 bil- 
lion in the second half of this vear, to 
nearly 225 billion in the first half 
1951, and go on up from there. For 195] 
as a whole, personal income may amount 
to 228 billion dollars. 

These income figures compare with 
the previous high of 209.5 billion dol- 
lars in 1948. Last vear, in 1949, the in- 
come total was 206.1 billion dollars. 

What happens to these extra billions 
of personal income in the months ahead 
is important to every businessman and 
consumer in the country. 

Taxes will be raised sharply. Personal 
income taxes, on an annual basis, will 
rise from a recent level of 19 billion dol- 
lars to around 23 billion in the first half 
of 1951. But that increase will not be 


enough to siphon off the public’s addi- 
tional buying power. 


Specifically, the 


amount left as “dis- 
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posable income” will jump from 196 bil- 
jon dollars a year to 202 billion. That 
will be far and away a new record. 

The trouble is that the products and 
services on Which people can spend that 
higger income will be only a little more 
abundant early next year than they are 
now. It is this gap—between income and 
things to spend it on—that in the end is 
expected to generate inflationary pres- 
sures and bring some Government con- 
trols. 

The prospect is that the supply of 
goods and services will be enough to al- 
low personal spending at the rate of 
about 186 billion dollars a year in the 
frst half of 1951—about a billion dollars 
above the recent rate. What that means 
_with a 202-billion-dollar rate of dispos- 
able income—is an “inflationary gap” of 
about 16 billion dollars. 

That much income, in other words, 
will have to be saved by individuals. But 
much of it will be saved under protest, 
by families who would like to spend more 
money if they had more to spend it on. 
Controls on credit will discourage a few 
people from buying, but most individuals 
will have enough income and savings to 
buy without borrowing. And as savings 
hoards of individuals grow, a vast sum of 
cash will be floating around ready for 
quick spending on whatever goods and 
services are available. 

Not all groups will share equally in 
the additional incomes and saving. 

Wages and salaries, which have 
been running at an annual rate of 137 
billion dollars, are likely to jump to 149 
billion dollars by the first half of 1951. 
For 1951 as a whole, employes probably 
will get 152 billion dollars. That increase 
will reflect longer hours and a growing 
number of workers, as well as higher pay 
rates. 

Wage earners generally are likely to 
hold their own with the rising cost of 
living. Factory workers, on the average, 
earned $1.45 an hour in June. They 
probably can expect $1.53 by early 1951. 
That will be 11 per cent more than in 
1948. Living costs probably will be no 
more than 2.7 per cent above 1948, so 
that real wages will rise. 

Farmers’ incomes, too. are in for a 
substantial rise, now that prices of their 
products are rising. From an estimated 
13 billion dollars in 1950, farmers’ in- 
come is expected to go to 14 billion in 
1951. 

Business proprietors and _profes- 
sional persons are likely to earn 22 bil- 
lion dollars in 1950, and 23 billion in 
1951. 

Investors’ income is not expected to 
share in this picture of growing pros- 
peritvy. A slight increase to 25. billion 
dollars is expected in 1950, but a drop 
to 24 billion appears probable for 1951. 

Interest and rents, in total, should rise a 
bit. But dividends probably will slide 
from 8 billion dollars in 1950 to 6 billion 
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REDIT INSURANCE is just as necessary 
€ your program of protection as 
fire, theft and other business insurance. 
Credit losses can be just as large and just 
as serious as other losses. 

American Credit Insurance completes 
your insurance program by guaranteeing 
payment of Accounts Receivable .. . one of 
your most valuable and most vulnerable 
assets. 

American Credit pays you when your 
customers can’t . . . enables you to get 
cash for past due accounts . . . improves 
your credit standing with banks and 
suppliers. A policy can be tailored to fit 














Credit Insurance Fimipletes 
Your Program of Protection 


your particular needs insuring al. 
accounts, a specific group, or just one 
account. 

This timely book helps you plan sound 
credit policy. For a copy, without 
obligation, phone our office in 
your city or write AMERICAN {WW 
Crepit INDEMNITY CoMPANY 
oF New York, Dept. 44, First 
National Bank Building, 
Baltimore 2, Maryland. 


GA BPA Aa 


PRESIDENT 





AMERICAN 
Creoit INDEMNITY 
ComMPANY 


aa oF New York 





GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 
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1950....Year of Greatest Freight | 
Progress on the M.& St.L. 


1950 will be recorded as the Year of 
Greatest Freight Progress in the 80 years’ 
history of the Minneapolis & 

St. Louis Railway. 

This year, motive power of the 
M. & St. L. will be completely Dieselized. 
Placing in service of eight more Diesel 
locomotives in early 1950 means the 
passing of the last of the good old 
M. & St. L. steam engines. New buildings, 
for service and repair of Diesels, are 
now in operation at Marshalltown, Iowa, 
and Minneapolis. Construction of a new 
general office building of the Railway 
in Minneapolis, to cost about $1,000,000, *= 
is in full swing. 

All this climaxes an improvement 
program on which the M. & St. L. has 
spent more than $50,000,000 in ten years. 
In this opening year of the second half 
of the Twentieth Century, the M. & St. L. 
is better staffed and equipped than ever 
before, to sustain its long reputation for s - i = 








Fast Dependable Freight Sewice ee» 


@ To Shippers and Receivers 

@ To Agriculture, Commerce and 
Industry 

@ To Connecting Railroads, via 
Peoria and Other Traffic Gateways 















tag 








Fast Freight Service via the Peoria Gateway 


| Special Report 
| 





in 1951. Corporate taxes will be higher 


Also, in a period like this, Corporations 
are inclined to retain larger shares of thei: 
earnings and pay out smaller slices 
stockholders. 


( 


Other income—veteran’s benefits, yp. 


employment pay, annuities—probably yi 
drop from 18 billion dollars to 14 billion 
Income in this category was swollen | 
veterans’ insurance refunds in 1950. 

Most U.S. families, thus, can expect t 
get in on the wave of income rises that js 
in prospect. But many are likely to fin 
their incomes left behind by 
of living, and_ their 
pinched as a result. 

Prices, actually, are expected to ris 
at least as fast as incomes. 

Wholesale prices, twice th 
1935-39 average, probably will go 9 
up, for a total increase of about 8 pe 


rising costs 


budgets severe) 


alread, 


—Ewing Galloway 





SAVING 


. . » it will be easier 
cent during the second half of 1950. 

Cost of living, by the end of 1950, is 
likely to be about 5 per cent higher thar 
in June, when the Korean war started 
That rise of 5 per cent might well be 
come the signal for the Government 
to slap on price controls. That was the 
rise that was suggested in Congress a 
the permissible limit before _ starting 
controls. 

The U.S. public as a whole probabl 
will be little better off at the end of 195 
than before the Korean war started, de 
spite the rise in incomes. For many fam 
ilies—those whose earnings fail to keep up 
with living costs—there will be an actua 
drop in “real earnings.” And all familie 
will have less chance to spend mone) 
because there will be fewer things t 
spend it on. That is where inflation dar 
ger comes in. 
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Production, over all, will rise sharp- 
ly. Industrial output, now about 199 per 
cent of the 1935-39 average, is counted 
on to advance to 202 per cent in the 
fourth quarter of 1950, then to 211 in 
1951. But the big gains will be in air- 
craft, machinery, railroad equipment, 
metal fabrication and mining. War ma- 
terials will get top priority. There will 
not be enough steel and other metals left 
over to make all the things that civilians 
will want to buy. 

Auto output will be hit quite hard. 
Production may be cut from an abnormal- 
ly high 8 million passenger cars a year to 
45 or 5 million. That still would be a 
high rate in relation to everything but 
demand. 

Household equipment — refrigerators, 
washing machines, sewing machines, tele- 
vision sets—will be less plentiful. The 
cutbacks here probably will not be as 
sharp as in autos. 

Most furniture is likely to suffer a 
moderate cutback. But metal furniture 
will have a greater reduction. 

In some other lines, supplies will be 
more plentiful. Consumers, balked in 
their efforts to get all the durable goods 
they want, will turn to soft goods and 
some luxury products. 

Jewelry, watches, luggage, toys, sports 
equipment may come in for a bigger 
slice of the consumer’s dollar. Food sales 
will rise. Restaurants and liquor stores 
should prosper. The clothing industry 
will continue to come out of its slump. 
The shoe business will pick up. And peo- 
ple will spend more on travel, education 
and vacations. 

Altogether, though, this heavier spend- 
ing on soft goods and services will not 
be enough to offset the expected drop in 
buying of durable goods. Specifically, 
spending on soft goods may be 2.6 billion 
dollars greater in 1951 than in 1950. 
Spending for services may rise 2.8 billion. 
But spending on durables, which will be 
less abundant, is expected to drop by 
about 7.1 billion dollars. 

What all this adds up to is a smaller 
total of consumer spending during 1951 
than in 1950. Actually, spending is likels 
to rise in the months just ahead, than go 
into a forced decline. By early 1951, the 
rate will have dropped back nearly to the 
level of recent months, with further de- 
clines to follow that. 

Pressure for inflation is to grow 
out of the fact that supplies of durable 
goods—the things people seem to want 
most—will not be as plentiful next year 
a this year. Demand for those goods 
probably will increase with the people’s 
higher incomes while the supply dimin- 
ishes. The situation thus will be ripe for 
4 price rise. It is such a situation that 
may produce price-wage controls by 
early 1951. 
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Another Big Month in 
steady PENNSYLVANIA! 





That’s a heap of income for July—a month that finds 
farmers in most states still waiting for a cash crop. 
It just proves again how the crop variety of Pennsylvania 
farmers pays off...all through the year...every month! 
Cash crops all the time mean cash to spend all the time. 
That’s why Pennsylvania farmers are the top buyers for 


the farm and home—all year. 


The surest way to reach and sell this steady market 
(seechart) is via PENNSYLVANIA FARMER—thetailor- 
made farm paper for Pennsylvania farmers. . 99% 10IR 


STEADY BUYING POWER—Look at this 12- 
month chart of farm income. Here’s your 
proof that Pennsylvania farmers can buy all 
year as few others can. Moreover, these 
progressive farm people can point to steadi- 
ness over the last 100 years that mighty few 
other states can equal. Two that can are 
Michigan and Ohio, served by MICHIGAN 
FARMER and THE OHIO FARMER. Get 
the facts on all three. Write K1013 Rockwell 
Ave., Cleveland 14, Ohio. 


*Based on 3-year average. 





Jen. Feb. Mar Apr Moy June July Avg. Sept. Oct. New. Dec 


Want to see how big this market is? Get copy of book- 
let showing use of garden tractors, barn building 
materials, silos and barn equipment on Pennsylvania, 
Ohio and Michigan farms. 
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WAGES: CONTROL PATTERN SET 


What's Ahead If Price Ceilings Bring Freeze 


Congress, in shaping controls 
for President Truman to use if he 
sees fit, fixes these guideposts 
for him to follow: 

Wages and salaries must go 
under control if price ceilings are 
put on a sizable number of goods 
used in everyday living. 

Controls cannot weaken exist- 
ing labor laws. This means no 
interference with Taft-Hartley Act 
or Fair Labor Standards Act. 


Mr. Truman is to have broad powers 
to control wages and salaries, if he 
chooses to use them, under emergency 
legislation now being written in Con- 
gress. Details are not yet agreed 
upon, but the law that finally emerges 
will follow this general form. 

Stabilization of wages and salaries 
will be compulsory if price ceilings are 
placed on a substantial number of every- 
day necessities. This means that, if the 
President decides prices are running 
away and must be controlled, he must 
also put the brakes on wages and salaries. 

It will be up to Mr. Truman to decide 
what constitutes a substantial number of 








THE CONGRESS 


-Acme 


Broad powers for the President? 


products under price control, so that it 
might be possible for him to control some 
prices without imposing wage controls. 

Wage and salary controls will be 
elastic. There will be room for some in- 
creases after controls go on. In fixing 
wage and salary levels, Mr. Truman will 


—Ewing Galleway 


THE LABOR FORCE 


A moratorium on strikes? 


46 


be expected to take into account rates 
of pay in effect between May 24 and 
June 24, 1950. This is to be something 
of a yardstick period, but not a rigid one. 

Business executives who raise their 
own salaries, or salaries of others in their 
organizations, between June and the time 
controls go into effect probably will be 
permitted to retain those increases. The 
same is true of wage increases granted in 
union contracts during that period. No 
roll-back of wages to the May-June 
period is expected. 

Control of wages probably will be ad- 
ministered by an agency of the Depatt- 
ment of Labor. If this agency is another 
War Labor Board, modeled after that o 
World War II, it will not have the in 
dependent status that that board had 
It still is not definite whether the board 
will be made up, as it was before, of 
representatives of unions, employers and 
the public, or whether it will be picked 
from wage experts of the Labor De- 
partment. In any event, Labor Sectre- 
tary Maurice Tobin is scheduled to 
have more power over fixing wages 
than Labor Secretary Frances Perkins 
had during the last war. 

Employers will oppose giving Labor 
Department power to regulate wages, 
claiming it is too partisan to the union 
viewpoint. So employers and public may 
get some voice in writing the rules. 
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Salary controls, too, are almost sure 
to be handled by an old-line Government 
agency, probably the Treasury. This will 
follow the pattern of the last war, when 
, Treasury Stabilization Unit was set up 
to pass on salary increases. 

Congress is willing to leave to Mr. Tru- 
man the decision on which agencies are to 
4 make the wage and salary rules. The 
= Ze President, however, will be expected to 
consult employers and unions before he 
makes the decision. 

Disputes between unions and em- 
ployers still will be talked out over the 
bargaining table, but, if agreement can- 
not be reached through negotiation, Con- 
gress wants the wage board to mediate. 
Regular peacetime facilities for media- 
tion and conciliation will continue to be 
ysed, but, with a wage board in the back- 
gound, the peacetime conciliators will 
become less important. 

labor-management contracts in ef- 
fect at the time a wage-salary freeze goes 
on will not be disturbed, unless they are 
found to be inconsistent with stabiliza- 
tion rules. Some long-term contracts tying 
wage increases to the cost of living—such 
as the General Motors five-year agree- 
ment with the CIO Auto Workers—might 
be avoided. It all depends on the rules 
that are laid down for granting increases. 

Strikes will be dangerous under a 
wage-salary freeze. The Taft-Hartley Act 
gives the President authority to go to 











a court to stop strikes that endanger public 
health and safety. In time of war, almost 
any strike in a major defense plant could 

ue ae classified as a threat to public safety, 

+ and and the President could be expected to 

sthing ct quickly to end it by injunction. The 

pe White House attitude toward strikes in 
their ime of war was made clear recently 

. their when Defense Secretary Louis Johnson 

> time & “iticized two walkouts in Alaska, one 


lb a” plumbers and one of carpenters, as 
The jeopardizing U.S. securitv. They were 





ted ia emploved on defense-housing projects. 

1 ON Labor will be asked, as it was in late 

Jum 1941, for a moratorium on strikes if wage 
controls are invoked. The unions took a 

ne alk no-strike pledge in December, 1941, but 

epatt- this pledge did not put an end to all 

aie strikes during World War II. 

hat of Taft-Hartley Act, minimum-wage law 

he in @ 4 other legislation affecting workers 


had. & cannot be voided or weakened by wage- 
board i salary controls. Stabilization rules must 
re, of j 2 Consistent with these laws. President 
-; and @ [tuman and Congress are not going 
sicked @ “ng with labor leaders who wanted to 
r De § 'Y to force through repeal of the Taft- 
Secre- fg Hartley Act as part of the war mobiliza- 
ad to fy ton law. 

wages The rules that are to govern wage and 
erkins [f “lary increases, if the President decides 
that controls are necessary, will be simi- 
lar to the rules of the last war. A hold- 
the-line pattern like that of the “little 


Labor 





vages, 
union Steel” formula of 1942-45 can be ex- 
c may § Pected. It is possible, too, that steel again 





will set the pattern, since the steel union 
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DNER PACKAGING INGENUITY..e: 
: eae 


A carrier 


for six tumblers 
(filled with sales punch!) 


Everyone knows what the six-bottle, 
carry-out carton did for the soft 
drink business. The Federal Glass 
Company could “see” how that same 
idea would boost multiple sales for 
glass tumblers, too. So could 
Gardner designers. And pictured 
here you see the sales-making result. 


This Gardner-designed carrier for 
“Lady Helen” tumblers makes an 
eye-catching display . . . assures safe 
transit from store counter to kitchen, 





without bothersome wrapping and 
packing. But best of all, it turns 
““we need another glass” into “‘let’s 
take six of these.” 


Maybe we can add a Sales 
“Extra” to YOUR package 


If you have a product that needs an extra 
point-of-sales push, a product that’s hard to 
packag . or a new idea that needs a neu 
packaging tdea, get in touch with Gardner. 
We'll be glad to tackle tt. No obligations, 


of course. 


The Gardner Board and Carton Co. 


Manufacturers of Folding Cartons and Boxboard, 406 Charles St., Middletown, Ohio 
Sales Offices in Boston, Chicago, Cleveland, New York, Philadelphia, Pittsburgh, St. Louis 


4) 





50 YOU THINK 
YOURE INSURED... 


“Boiler explosion wrecks western 
radio station. Operators have fire 
extended coverage, but no boiler 
insurance. They thought they were 
insured. Their loss—$43,000.”’ 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Know you have full 
insurance protection. Be safe, not sorry. 


See your AMICO agent for all casuaity, 
property insurance and bonds. AMICO 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, foday. It 
may save you money! 


c= wwe es es ee = tee eat 


AMERICAN MOTORISTS INSURANCE COMPANY 
4760 Sheridan Road 

Chicago 40, Illinois 

Please mail me my FREE copy of 29 Gaps in 
Your Bridge to Security. 


Name 
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is expected to be making new wage de- 
mands upon the industry in November. 
That can be about the time when Presi- 
dent Truman will be faced with a deci- 
sion on invoking controls. 





Unions Prepare 
Bigger Demands 


The prospect of wage controls is stir- 
ring up new interest in pay increases 
among unions. Employers, on the other 
hand, are tending to hold back on meet- 
ing union demands, pending a decision 
on whether there is to be a national wage 
pattern fixed by the Government. 

Wage negotiations now in progress, 
and those coming up in the weeks im- 
mediately ahead, may force President 
Truman to an early decision on whether 
wage-price controls are necessary. A sub- 


STEELWORKERS 
. once again—a war-wage pattern? 


stantial wage increase won by a major 
union will be sure to set off a scramble by 
other unions, with contracts expiring, to 
get theirs while there still is time. 

The test can come in one of several 
industries. 

In rubber, for example, the CIO union 
is asking increases of 31 cents an hour. 
This is far above the 5-to-7-cent pattern 
that has prevailed during 1950 in settle- 
ments where raises have been granted. 
If the rubber companies agree to grant 
increases substantially higher than this 
pattern, the rush will be on by unions in 
other industries to meet that figure. If, 
on the other hand, the rubber companies 





—— 
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Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on July 27, 
1950, declared quarterly dividends on 
the Company’s $5 Par Value Common 
Stock and 5% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 50c per share 
and is payable October 1, 1950 to 
stockholders of record at the close of 
business September 14, 1950. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable October 1, 1950 to 
stockholders of record at the close 
of business September 14, 1950. 

MILTON L. SELBY, Secretary. 
July 27, 1950. 








Send This Issue 
To Your Friends 


... WITHOUT CHARGE 


er ce eel | 


U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of 
the August 18, 1950 issue of “’U. S. 
News & World Report’’ with my 
compliments to the persons listed 


Address 











Address 
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each an agreement with the union on a 
foure at or near the 5-to-7-cent average, 
other employers will not be likely to go 
much higher than that. By granting 
higher wages. they might force the Presi- 
dent to invoke controls. 

In meat packing, AFL and CIO 
unions have rejected an offer from the 
major packers for a raise of 8 cents an 
hour. A strike in this industry might bring 
a quick showdown on what Government 
wage policy is to be during the present 
emergency. 

In electrical manufacturing, the 
CIO union has rejected an offer from 
General Electric for a 3-cents-an-hour in- 
crease. Early settlement of this dispute 
would be expected to influence wage de- 
cisions in other industries. 

In steel, the United Steelworkers is 
preparing demands to be presented in 
November. and these are not expected to 
be modest. If national policy has not been 
set by the time the issue comes to a head 
in this industry, another wartime wage 
formula may emerge. 

The unions are showing by their de- 
mands and statements that they think 
higher wages are justified. Congress, 
however. leans to the view that the start 
f another round of wage increases will 
set off an inflation spiral that must not 
be permitted. 





New Barrier 
For Picketing 


Employers now can turn to the Govern- 
ment and the courts for protection 
against peaceful picketing by unions, if 
the picketing is for illegal purposes. 

This protection comes in the form of 
a recent ruling by the National Labor 
| Relations Board. The Board holds, in 

its first decision on the question, that it 
isa violation of the Taft-Hartley Act for 
aunion to picket, or threaten to picket, 
an employer in an effort to compel him 
to hire only union members. 

In reaching this opinion, which up 
sets the theory that peaceful picketing 
for any purpose is permissible under the 
free speech” guarantee of the Consti- 
tution, the Board followed the lead of 
the Supreme Court. The Court now 
takes the position that picketing “has as- 
pects that are more than speech and it 
therefore may be restricted where it is 
undertaken for an unlawful objective.” 
_ The Board construes this to mean that 
Section 8(c) of the Taft-Hartley Act, 
the “free speech” section, does not pro- 
tect picketing or threats of picketing, in- 
tended to compel an employer to hire 
only union members in violation of the 
law’s ban on the closed shop. 
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Oui! Oui! 
NATIONAL CITY BANK 


TRAVELERS CHECKS 
Sont acceptés ici 





Of course, National City Bank 
Travelers Checks are accepted...like 
cash for any purchase...in this e 

; i a tly ref : 2 
country or abroad. Promptly refunded a a 


if lost or stolen. Carry some always. een 2 a 
Cost 75¢ per $100...good until used. Facilities Are A “Plus” For Industry. 
oe 


Buy them at your bank. 


NATIONAL CITY BANK 


Maine Workers Are “Producers”. 


Enjoy The Advantages Of 
“Small Community” Operation. 


CONFIDENTIAL 


one of our istri¢ 


| book! att nfofmation 
LERS CHECKS = |/9f oe Maine's industrial ad 
BACKED BY THE NATIONAL CITY BANK OF NEW YORK cll hig 
Hivit tn World Wide Banking 


Member Federal Deposit Insurance Corporation 


MAINE DEVELOPMENT COMMISSION 
Augusta 5, Maine 
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Remarkable 
Instrument 
to work! 


The most talked about new service offered 
by any supplier of Industrial Lubricants. 


Hundreds of industrial firms including leading s é 

steel, locomotive, truck, automobile, aircraft, tool A complete line of quality 

instrument manufacturers and others have profited lubricants for industry: 

by this unique industrial service. A demonstration e Heavy Duty Motor Oils 

of this service is available to you without charge e Chillo Cutting Oils 

or obligation. Contact the office nearest you, Of @ Trojan Greases 

write for free booklet at right. © Cisco Compounds 

®@ D-C Diesel Engine Oils 

@ Plant Machinery Oils 

@ Plus two hundred other 
petroleum products 


FREE this helpful booklet » 


The Industrial Heat Prover is a flue gas 


analyzer. It tells quickly, accurately and 
continuously how much fuel is wasted 
by needlessly heating excess air... and 
how to correct this loss. Send coupon 
today for more information. 


CITIES &) SERVICE 


QUALITY PETROLEUM PRODUCTS 


Cities SERVICE O1L COMPANY “7 
Sixty Wall Tower, Room 650 | 
New York 5, N. Y. | 
Please send me without obligation your 
new booklet entitled “Combustion Con- 


| trol for Industry.” 


Name _ hte 

Company 

Address____ he — 
City _ State 
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They make Fire fight Fire 
Imagine a FIRE-fighting system 
put into action by the F/RE it- 
self ...discharging water when 
and where the FIRE starts. The 
GLOBE Automatic Sprinkler Sys- 
tem has long been doing this in 
thousands of plants. 


GLOBE AUTOMATIC SPRINKLER CO. 
NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 





CHANGES OF ADDRESS 


Notice of change of address should be sent 
no} less than two weeks prior to the date 
change becomes effective. Send the ad- 
dress at which copies are now being re- 
ceived and the new address at which you 
wish to receive copies. 


U.S. News & World Report 
Circulation Department 


435 Parker Avenue Dayton 1, Ohio 





(CERTAIN TYPES OF BUSINESS CAN _) 
INCREASE PROFITS BY MOVING TO 


bh Psd 


TEXAS 


1S YOURS ONE? 

The answer may 

be in this book 

In El Paso you'll find 

plentiful, capable 

labor, many raw 

materials, ample power, natural 

gas—plus pleasant living the year 

round. This book outlines factors 

that may have a bearing on YOUR 

business. Ask for your copy today. 
INDUSTRIAL DEPT. 

EL PASO CHAMBER OF COMMERCE 

357 San Francisco Street fl Peso, Texas 

(El Paso Couaty Board of Development) 
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News-Lines 


What you as a businessman CAN and CANNOT do 


as a result of federal court and administrative decisions: 


YOU CAN probably expect export 

controls to be reimposed before long 
on a long list of iron and steel prod- 
ucts. The Office of Industry and Com- 
merce in the Department of Commerce 
proposes to recontro] many of the ap- 
proximately 70 carbon-steel products 
that were removed from control in 
March, 1949. Included in that 
were ingots, blooms, _ billets, 
plates and other items. 


group 
shapes, 


* * * 


YOU CAN count on an average 
Government loan rate of about $4.56 
per hundredweight for 1950-crop rough 
rice. That rate, announced by the U.S. 
Department of Agriculture, reflects the 
higher 1950 parity-price levels. It is the 
equivalent of about $2.05 per bushel, 
compared with $1.78 a bushel for the 
1949 crop and $2.28 a bushel for the 
Aug. 1, 1950, parity price for rice. 


YOU CAN assure your employes 

who are National Guardsmen in 
units called to active duty that they are 
covered by the veterans’ re-employ- 
ment-rights laws. Announcement of 
this is made by the Secretary of Labor. 


* * * 


YOU CAN obtain new technical in- 

formation on liquid metals from a 
new bulletin published jointly by the 
Atomic Energy Commission, the Office of 
Naval Research and the Navy’s Bureau 
of Ships. The metals, particularly valu- 
able as cooling agents, are discussed in 
a 194-page “Liquid Metals Handbook.” 


* * * 


YOU CAN, under some circum- 

stances, deduct for income tax pur- 
poses a incurred in the sale of 
property even though you retain the 
right to lease back the property at reason- 
able rent. The Tax Court rules that 
such a sale by a corporation to an inde- 
pendent purchaser on an_ irrevocable 
basis is a bona fide sale. 


loss 


* * * 


YOU CAN, as an employer, safely 

prohibit a union from distributing 
literature on plant property if that litera- 
ture is scurrilous and defamatory. An 
appeals court holds such action to be 
within an employer's rights. 


YOU CANNOT, as 


an employer 
take an_ indefinite 


period to dis 
approve a union-contract wage clayse 
that your negotiators hav 
The National Labor Board 
finds that a company has retused to bay 
gain because its directors waited mop 
than two months before announcing tha 
it would not accept a wage clause tha 
had been tentatively agreed upon. 


agreed ty 
bp] 
Relations 


YOU CANNOT always be sure tha 

funds which you lend a corporatig 
will be construed as true loans, eye 
though they are so listed on the firms 
books. Tax Court holds that all of a 
taxpayer's contributions to a corporatigy 
—including a “loan”’—must be considere 
risk capital, since it was made apparent 
that the taxpaver intended to risk th 
entire amount and. for all practical pur 
poses, the corporation regarded the con- 
tribution as invested capital. A capit 
rather than a bad debt. 
upon liquidation of the corporation, 


loss, resulted 


* + 


YOU CANNOT look to the Depart 

ment of Agriculture now for any at: 
tempt to curtail imports of agricultural 
commodities. The Secretary formalh 
rejects a request by members of Con- 
gress that he invoke tariff-act “escape 
clauses” for that purpose. 


* * * 


Eg YOU CANNOT continue to use an 
of the “softeners,” now widely en- 
ployed in baking bread, if the new 
bread-standards order of the Food and 
Drug Administration becomes effective 
The .order, given after completion 
hearings that started in 1941, still can be 
objected to for a period of 30 days. 


YOU CANNOT expect relief fron 
acts of price discrimination by you 
competitors if you are engaging 1 
monopolistic practices that might caus 
your competitors to retaliate with sud 
acts. An appeals court holds that a baker 
who participated in a plan by local 
grocers to buy only his bread is in m 
position to complain if out-of-town bak 
ers, as result, start a price war. Cour 
dismisses a Robinson-Patman Act sutt 
on the ground that the baker was 4 
party to the wrong complained of. 





Conclusions expressed in these paragraphs are based upon decisions and rulings % 
courts and Government bureaus. In making their decisions. courts and bureaus considet 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wort) 
Rereort. on written request, will refer interested readers to sources of this basic materidl. 
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— we've Been Asked: 
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ployer Businessmen and homeowners once 
vain are seeking ways to insure their 
property in case war comes and brings 
with it mass bombing of U.S. cities. 
They are finding that their present insur- 
ance policies will not cover most damage 
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rom war. : 
Destruction by enemy atomic bombs, 


or even conventional bombs could easily 
each 7 billion dollars for New York City 
slone. Across the nation, losses could be 
soespondingly high. 

What the property owner can expect 
in the way of Government-backed-insur- 
sce to cover war damage can be shown, 
essential detail, by a look at the system 
et up in World War II. That special in- 
wrance setup has now expired, but steps 
we being taken at this time to establish 
asimilar system for use in case of another 
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ia world war. Here are the pertinent facts: 
he con- Why is special war-damage _in- 
capi’ Bt surance needed? 
esis (nder present insurance policies, in near- 
i ly all cases, property destroyed by acci- 
lent is covered but property destroyed 
. BBby enemy action is not. The risk in an 
ene atomic war is too great for private con- 
ny & Beems to underwrite on any broad scale, 
i with possible loss running in billions. 
al 
Co Bho could get the insurance? 
—_ Anyone who wishes to insure his property 
fom damage caused by war. 
Will war-damage insurance be free? 
7 pe Xo. It was for a brief period after Pearl 
o Harbor. But, under the War Damage 
d and qeuPoration, set up in June, 1942, free 
active. overage stopped and policies covering 
on of damage were made available at set 
can be es: just like any other insurance. 
How was this insurance handled the 
last time? 
fail By private insurance firms, largely. Under 
- vour | S¥stem of rates and guarantees set up 
* y the War Damage Corporation, these 
cause Menvate concerns did the actual selling, 
such @'Uting and delivering of the policies. 
wr About 8,700,000 war-damage policies 
local and renewals were issued during the war 
in no oe that basis. 
_ What about rates? 
“suit hey ranged from 50 cents to $7.50 for 
vas a $1,000 of insurance. On houses and 
am buildings, including the contents of 
hose buildings, the average rate was $1 
Per $1,000 of insurance. On fire resistant 
gs of @Partments and office buildings it was 
sider $150, and on ordinary apartment and 
be office buildings it was $2. On farm crops, 
twas 50 cents per $1,000 insured. 
ORT 
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ABOUT WAR-DAMAGE INSURANCE 


Could securities and money be in- 
sured? 

Yes. Rates set up by War Damage Cor- 

poration were 45 cents per $1,000 on 

securities and $1.50 per $1,000 on 

money. Such a policy was limited to 

10 million dollars. 


How about insurance for utilities and 
public buildings? 

They could be covered, too, as could rail- 
road properties, shipyards, big bridges, 
all structures owned by city and State 
governments. Vessels under construction, 
even private yachts, also could be cov- 
ered while laid up afloat or ashore. 


What types of property could not be 
insured? 

Furs, jewelry, works of art, and historical 

or scientific collections could not be in- 

sured unless they were owned by com- 

mercial dealers or cultural institutions, or 

were open for public display. 


What kinds of damage were insured 
against? 

Any damage to property suffered from 
enemy attack, or from action by U.S. 
armed forces resisting an enemy attack. 
That includes bombing, antiaircraft fire, 
shelling, invasion, plane crashes, among 
other things. It did not include damage 
done by sabotage, looting or theft. 


What about loss of profits resulting 
from war damage? 

These policies paid off only up to the 
amount of the actual cash value of the 
property, or its replacement value. There 
Was no extra compensation for the loss of 
use of the property, or the loss of profits 
resulting from damage to property. 


Where could you buy war-damage 
insurance? 

From your own insurance agent. During 

the last war, 540 fire insurance companies 

and 80 casualty and surety groups par- 

ticipated and wrote these Government- 

backed policies. 


Where would you go to collect? 
To your insurance agent. Payments for 
war damage all were handled by insurance 
firms that sold war-damage policies. 


Will the same system be used this 
time? 

In essence, yes. Rates that apply may be 
increased, as the risk in atomic war will 
be greater than in past wars. But the plan 
now is to revive the same general setup 
that was used in World War II, as out- 
lined here. 


5i3¢ 


DIDN'T 
FIT! 


She was wavering, and the sales- 
man knew it. She really wore a 
four and a half, but four was all 
he had. The pump was smart all 
right — but he wasn’t. Because it 
took him just two minutes of fast 
talk about after they're broken in” 
to close the sale—and to send away 
a lady who wouldn't come back! 


We think that’s bad business — 
in any business! Because continued 
success always depends on satisfied 
customers — people who want to 
come back again and again. 

That’s why your interests as an 
investor come first at Merrill Lynch 
. .. why superior service is always 
more important to us than im- 
mediate sales. 

Most times of course, you will 
probably find exactly what you 
want. There’s an extremely wide 
variety of stocks we can help you 
select from. 

But if our Research Department 
thinks the securities you already 
own are the best you can buy for 
your purposes, they'll say so! 

And if you ask about a security 
we don’t think you should buy, 
we'll tell you that, too. 

And if you want to invest, but 
really can’t afford even moderate 
risks to your capital, we hope 
we'll be the first to point that out. 
We think we will be. 

Of course, you can still walk 
out with a size four stock when 
you really need a four and a half 
—but it won’t be because we 
didn’t tell you. We do want you 
to come back. 


Department SA-63 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 98 Cities 












“A QUALIFIED LIFE INSURANCE COMPANY 
SHOULD ADMINISTER THE PENSION FUND” 


SAYS GENERAL ROBERT w. JOHNSON 


“Inasmuch as it is the business of a life insurance company to maintain 
a constant study of the investment field in order to provide the highest 
yield with maximum safety of the funds invested, it is our belief that a life 
insurance company is more competent to do this than is an industrial group. 


It is our further belief that the responsibility for administering a pension 





fund should be in the hands of a qualified third party—thus, assuring the 


fund an objective administration throughout the years.” 


GENERAL ROBERT W. JOHNSON 

h ; ' . CHAIRMAN OF THE BOARD 
Johnson & Johnson has selected The Equitable’s Fully Funded Deposit seniidet 4 damian 
Administration Pension Plan as best suited for its particular requirements 
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FULLY FUNDED DEPOSIT A at a wide choice in benefit formula 
nies that wa te available to groups 





is designed for compa 
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: lan, The Equitable estimates the aie peste oc 
aes fits, and the amounts employee al 
finance retirement benet's, isis fund. This fund is ™ oe 
ly to pn fully in The Equitable s 
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pany contribute respective 
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they are purchased. 


As the originator of Group Insurance with more than 20 years’ exper- 
ience in sound pension planning—The Equitable Society offers three 
basic pension plans adaptable to the particular needs of industry. 








THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


THOMAS |. PARKINSON » PRESIDENT 
393 SEVENTH AVENUE @ NEW YORK 1, NEW YORK 














Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


If Mr. Truman so decides, he can take almost complete charge of industry. 
Here awe the powers Congress is giving him and what he will do with them: 
Fix prices. Not now. Not until living costs go higher than at present. 
Fix wage ceilings. No. Not uniess union demands get out of hand, or 
unless prices rise sharply. Price and wage controls will go together, if used. 
Ration goods. Not any time soon. There are no civilian shortages yet. 
Allocate materials. Yes. Very soon in things like steel, other metals. 
Control credit. Surely, probably by September 1 for installment credit. 
Control inventories. Yes. That goes along with material allocations. 
Make war-production loans. Probably, on a rather moderate scale. 
Impose priorities. Industry will do that without being ordered. 
Requisition supplies. Not likely. This power is to act as a club. 
Actually, what Mr. Truman will do is not to be very drastic at first. He 
will let industry do most of the necessary regulating. He doesn't expect that 
to be very extensive. The plans are told in some detail on page 18. 
































Commerce Department is setting up a small-scale War Production Board, this 
time called a Defense Production Administration, to administer what controls are 
to be used. It won't be very large. Mr. Truman has no plans for a new WPB, an 
OPA and other alphabetical war agencies. War is to take hold at a slow pace. 


War orders, in fact, are slow. No large ones have been placed yet. 
Airplane order have stepped up. There have been a few orders for new tanks. 

Artillery, other things are to come slowly, after decisions actually are 
made about what is needed in the way of heavy equipment, improved weapons. 

Time is needed to make up the military budget. Definite plans have yet to 
be formed on what the armed services are preparing for. Korean war itself will 
not require immense quantities. Number of troops engaged will be moderate. 

Arms orders, however, are certain to step up. That may begin in the autumn. 
The country needs radar, bazookas, armored equipment of all kinds, both for U.S. 
armed forces and for the armed forces of countries abroad. 

Present war effort, even at peak, won't touch that of World War II, when 12 
million troops were mobilized, when the Lend-Lease bill was huge. This war is 
not going to require an effort like the last war's unless hostilities spread. 

















Civilian goods, meanwhile, are pouring out at a record rate. 

Steel production stays near capacity. Every steel user is stocking up. 

Auto output is headed for a new monthly record. Refrigerators, other home 
appliances are at peak output levels. Housing starts continue to be high. 

Increased output also is taking place in soft-goods lines, most of them. 

Electric-power production continues to hit new records. That indicates the 
height of over-all industrial activity. Power output is a measure of that. 

Present production rates are a sign that there are no civilian shortages 
now and that shortages are unlikely to develop for some months to come. 























Panic buying, meanwhile, is still subsiding. The mad rush for sugar, 
canned meats, nylon hosiery, soap, cooking fats appears to be near an end. 

Prices, too, show some signs of easing. So-called sensitive commodities-- 
those that respond quickly to market influences--have been steady recently. 
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TREND OF AMERICAN BUSINESS-- (Continued) 











Food prices, at retail, dropped slightly from July 15 to July 31. That was 
due to lower seasonal prices for fresh vegetables, lower prices for pork. 
Finished goods prices, however, are reflecting recent price rises in raw 
mat-rials. Markups have been made for shoes, print cloth, sheeting, furniture, 
mattresses. Higher prices are expected for spring lines of clothing. 
The sharp price rise in raw materials since the Korean war seems to be 
tapering off, except for import commodities--rubber, tin, platinum, silk and 
wool. Domestic raw materials are showing some signs of leveling out in price. . 















































When it comes to the family food bill, here is an official appraisal: 
Retail food prices, over all, are not likely to rise more than 3 or 4 per 
cent by year end. For the year, food prices are expected to average near 1949, 
Meat prices are expected to decline seasonally this autumn, pork and beef. | 
Meat supply is expected to be somewhat larger than in autumn of 1949. 
Dairy products still are in surplus. Prices need Government supports. | 
‘Eggs and poultry supplies are large, but prices are expected to be firm. 
Potato crop still will be larger this year than the market can absorb. 
Fruits and vegetables are not as abundant as last year; prices may rise. 
That's the prospect on food prices given by Department of Agriculture's 
Bureau of Agricultural Economics. It's based on an estimate of supply which is 
fairly accurate, and an estimate of the consumer demand in months ahead. 























Voluntary allocations already are used by a number of manufacturers. 

Appliance dealers throughout the country apparently are getting supplies on 
a basis of previous sales. That goes for washing machines, ironers, vacuum 
cleaners, refrigerators, toasters, percolators, television sets. 

Firm prices through Labor Day also are being quoted by most suppliers. 
Deliveries are made in 30 to 60 days. That tends to keep orders within limits. 
The trade, however, does expect some price increases ahead, later this 

year, when materials must be replaced at higher prices. 














Inventory reports indicate that dealers are not building appliance stocks. 
Stocks of home furnishings, which include appliances, declined from May to 
June, seasonal factors considered. That is a Commerce Department report. 
Hardware stores, which also sell appliances, had a slight inventory rise. 
Automobile dealers had the biggest inventory increase from May to June 
among handlers of durable goods. The increase amounted to 200 million dollars. 
Clothing stores increased inventories by 75 million dollars. Drugstores 
and food stores also had larger inventories at the end of June than in May. 
Altogether, retail inventories increased by 400 million dollars during the 
month, shared equally by auto dealers and retailers of nondurable goods. Stocks 
were at about the same level as a year ago. Inventory building, which began 
before the Korean war, may have been curbed by heavy consumer buying since. 
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Trend to watch, in gauging inflation prospects, is union wage demands. 
Wage and salary payments now are at a record high level and are rising. 
Union demands for sharply higher wages are being lodged with employers. 
Rising wage payments, rising personal incomes result in higher demand by 

consumers for goods. This may come at a time when supply of goods declines. 
That situation may bring on the controls Mr. Truman hopes to avoid. 














Credit curbs are being urged on lending institutions now, before controls. 

Banks are asked to refuse loans sought for speculative purchases of goods 
or for the accumulation of inventories that appear to be unreasonably large. 

Mortgage institutions are asked to be careful in making housing loans. 

These requests come from agencies that supervise bank and mortgage opera- 7 
tions--State bank supervisors, Federal Reserve Board, Comptroller of Currency, 
Federal Deposit Insurance Corp., Home Loan Bank Board. It's official policy. 
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A far-reaching program for rail transportation 
— designed to meet the rising needs of commerce 
and the demands of national defense — was 
adopted by the member lines of the Association 
’ of American Railroads at a meeting in Chicago 
on July 28. 


As part of that program, the railroads have 
ANOTHER placed, or are in the process of placing, orders 
for more than $500,000,000 worth of new 


freight cars. This brings the total spent on im- 


r provements in railroad plant and equipment since 
. World War II to more than 5 billion dollars. 

In the past ten years, the railroads have built 

and bought 600,000 new, bigger and better 

| 5 freight cars, 11,000 new Diesel units, and 1,700 


new and improved steam locomotives, besides 
aking great improvements in tracks, terminals 


m gg ‘ , 
WO 6 T 4 | signals, shops, and every part of the railroad plant. 
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; 
In addition, railroads are speeding up the return 
to service of freight cars awaiting repair, and are 
taking steps — with the cooperation of ship- 
yn pers and government agencies — to secure the 
maximum utilization of all 
AM available cars. 
ERICAN ; 
res ee) The program of the railroads 
Ss RAILROADS a iS i i ke? | 
pes 8 ; is an essential part of any in- 
het _— } — : : ‘ . 
roel AR ee | crease in national production — 
pat 159000 te ot for neither in commerce nor in 
by sot at ints 
oad Wen et new-in : defense can America produce 
ongeeptong and use more of anything than 
can be hauled. There is no way 
in which the nation’s effective 
hauling capacity can be ex- 
panded so quickly and with such small demands 
upon man power and materials, as by adding to 
the serviceable freight car fleet of the railroads. 
5 In meeting transportation demands in World 
War II, the railroads enjoyed splendid coopera- 
Joy P 





tion from users of transportation, much of it 
organized and carried out through the Shippers 
Advisory Boards and their local Car Efficiency 
Committees; and the helpful assistance of an 
outstanding government agency, the Office of 
Defense Transportation. With this same sort of 
cooperation and with an opportunity to secure 
necessary man power and materials, the railroads 
will reach the goal to which they are pledged — 
adequate transportation for all America, in peace 
and in war. 
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¥ listen to THE RAILROAD HOUR every Monday evening on NBC. 
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HOW TAX CHANGES SHAPE UP 


Shifts Affect Size and Dates of Payments 


Higher taxes on incomes are 
set. Individuals get a boost of 16 
per cent on the average, corpora- 
tions 15 per cent. 

Individual increase takes effect 
October 1. Corporate increase af- 
fects half of 1950 profits. 

Faster schedule of corporate 
tax payments is coming, too. Re- 
sult: Businesses will have to put 
up more cash for taxes in first 
half, 1951. 


Income taxes are going up. Both in- 
dividuals and corporations will be af- 
fected. Boost in rates, on the scale 
recommended by President Truman, 
has been approved by the Senate 
Finance Committee. 

Individual taxes, under this new 
schedule, will rise by about 16 per cent, 
on the average. The increase will hit 
every person in the country who pays 
federal income taxes. Effective date of 
the change will be Oct. 1, 1950. On 
that date, the withholding rate on wages 
and salaries will rise from 15 to 18 per 
cent. Revenue increase will be about 2.7 
billion dollars a year. 

Corporate taxes will go up by an 
average of around 15 per cent. The Sen- 
ate Committee changed only the effective 
date recommended by President Truman. 
He wanted to make the higher rates 
applicable to all profits earned after 
Jan. 1, 1950. The Committee plan is to 
apply the increase to only half the profits 
earned by corporations in 1950. The 
Administration is not likely to make much 
of an issue of the effective date. 

From these increases in corporate 
rates, the Treasury expects a net revenue 
gain of 1.5 billion dollars a year. Actu- 
ally, with corporate profits rising as they 
are, the gain may be closer to 2 billion 
dollars. 

For the individual, the tax changes 
voted by the Committee will mean wiping 
out the flat 5 per cent cut that was 
adopted in 1945, and the graduated per- 
centage cuts adopted in 1948. The 1948 
reductions were 12.6 per cent on income 
up to $2,000, 7.4 per cent on income 
from $2,000 to $136,700, and 5 per cent 
on income above $136,700. 

In other words, if the changes now 


50 


proposed become law, the individual's 
“tentative tax,” as shown on his income- 
tax return, will become his final tax. The 
1945 and 1948 percentage cuts, under 
present law, are applied against the 
amount of the “tentative tax.” 

In 1950, the increase will apply to only 
one fourth of the year’s income. For 
those whose taxes are withheld from 
wages and salaries, the rise will be re- 
flected in bigger deductions from pay 
checks after October 1. Others, people 
who pay their taxes in quarterly install- 
ments, will have to adjust the amount of 
their final payments on 1950 income. 

The tax increase will be applied on the 
basis of a formula to be issued by the 
Treasury. Variations in a person’s in- 
come between the early and later months 
of 1950 will not matter. The system will 
be simply to apply the tax increase to 
one fourth of the year’s income. 

The personal tax increase will be mod- 
erate in 1950. The full weight of it will 
be felt in 1951. The table on this page 
shows, for this year and next, how the 
tax boost will affect the incomes of peo- 
ple at various pay levels. 

For the corporation, the changes 
approved by the Committee will mean a 
whole new system of tax rates. 





Income Left to the Taxpayer 
By Present and Future Rates 
Single Person 

After After After 
Present Proposed Proposed 
Net Income* Tax 1950 Tax 1951 Tax 
$ 1,000 $ 934 $ 930 $ 920 
2,000 1,768 1,756 1,720 
3,000 2,591 ark 2,512 
5,000 4,189 4,156 4,056 
8,000 6,454 6,395 6,220 
10,000 7,876 7,798 7,564 
15,000 11,106 10,967 10,552 
20,000 13,911 13,698 13,058 
25,000 16,400 16,100 15,204 
50,000 26,799 26,002 23,612 
100,000 41,238 39,229 33,202 
500,000 115,000 103,819 70,726 
1,000,000 230,000 190,000 115,726 
Family of Four 
$ 3,000 $2,900 $ 2,895 $ 2,880 
5,000 4,568 4,546 4,480 
8,000 7,026 6,982 6,848 
10,000 8,639 8,581 8,408 
15,000 12,488 12,391 12,100 
20,000 16,112 15,968 15,536 
25,000 19,524 19,326 18,732 
50,000 33,422 32,846 31,116 
100,000 54,357 52,790 48,088 
500,000 141,323 130,379 97 544 
1,000,000 230,686 208,650 142,544 
*After deductions, before exemptions. 











each June 15. 


Present rates begin at 2] per cent op 
the first $5,000 of net profit, then tis 
to 23 per cent on the next $15,000, 
25 per cent on the next $5,000. On profit 
between $25,000 and $50,000, there j 
a “notch” rate of 53 per cent, which ha 
the effect of stepping up the effectiye 
rates gradually to a flat 38 per cen 
which is paid by all corporations earning 
more than $50,000. 

A graduated tax will be substituted 
for those rates. The “notch” rate will he 
eliminated. On the first $25,000 of eam. 
ings, all corporations will pay 25 pe 
cent. On all the remainder of profits, the 
rate will be 45 per cent. 

The result will be that companies ean. 
ing between $31,250 and $71,429 wil 
get moderate cuts. All others will pa 
higher taxes. For every company that 
gets a tax reduction, there will be at leas 
eight companies that will get increases 

The mechanics of applying the tax is- 
crease to 1950 profits are not yet fulh 
settled. The Senate Committee hesitated 
to set July 1 as an effective date, because 
that might encourage companies, in fl: 
ing 1950 tax returns, to bunch thei 
profits into the early months of the yea 
to avoid higher taxes. 

Likely solution, for companies that 
keep books on_a calendar-year basis, is 2 
formula by which the tax increase will be 
applied to half of 1950 profits, without 
regard to whether they were earned be. 
fore or after July 1. In other words, : 
company would pay, on 1950 profits, a 
amount halfway between the tax figured 
at the old rate and the tax figured at the 
new rate. Fiscal-year companies are 
separate problem. The whole question 


has been referred to the congressionlf 


tax staff for a solution. 

Mills plan to speed up corporat 
tax payments must be considered along 
with rate increases for a full understant 
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ing of what business will be up agaiis 
once the new law takes effect. This plan 
offered by Representative Wilbur D. 
Mills (Dem.), of Arkansas, has beet 
approved by the House and by the Sew 


ate Finance Committee. It appears # 


have clear sailing from here on out. 
Corporations will be required, beg 
























ning in 1951, to shift gradually to a 


tem of two tax installments, instead 
the present four installments. The ¢ 
will be made gradually over a five 
period, so that, in 1955 and later ye 
corporate taxes must be paid in full 
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Where corporate taxes now are due in 
35 per cent installments on March 15, 
June 15, September 15 and December 15, 
schedule will be as follows: 


the new 

March 15 June 15 Sept.15 Dec. 15 
1951 30% 30% 20% 20% 
1959 35% 35% 15% 15% 
1953 40% 10% 10% 10% 
1954 45% 45% 5% SK 
1955 50% 50% 0 0 


Effect of this combination of higher 
ates and a faster payment schedule, in 
terms of dollars, is set out in the table on 
this page- 

The example used in the table is a 
company that, year after year, earns 1] 
nilion dollars. Under present law, the 
wx on that firm is $380,000. In 1950, 
yes are being paid on 1949 earnings 
in four installments of $95,000 each. 

In 1951, this company will pay taxes 
on 1950 earnings, half of which will be 
abject to higher tax rates. Total tax 
will be $412,500. The first two install- 
ments, under the Mills plan, will be 30 
percent each, or $123,750. The last two 
will drop to $82,500 each. 

This example illustrates the point that, 
under tax changes about to be voted, cor- 
prations will have to raise a lot of extra 
noney to pay to the U.S. Treasury dur- 
ing the first half of 1951. 

In 1952, the full effect of the rate in- 





creases will be felt in quarterly tax in- 
sallments. Total tax will be $445,000, 
or 44.5 per cent on 1951 earnings. First 
wo installments will be $155,750 each, 
the last two $66,750 each. 

And so on until 1955, when the $445,- 
0 tax on 1954 earnings will be paid 





Corporate tax increase approved 


bined effect of the higher rates and 





Bigger Tax Payments For Corporations 


will affect half of 1950 profits, on which taxes will be payable in 1951. 
The same bill calls for a gradual speed-up in corporate tax payments 
during the next five years, beginning with 1951 tax installments. Com- 


corporation earning 1 million dollars a year, is shown below: 


—_————INSTALLMENTS DUE ON—————_—. 
MARCH 15 JUNE 15 SEPT. 15 DEC. 15 TOTAL 

1950 $ 95,000 $ 95,000 $95,000 $95,000 $380,000 
1951 123,750 123,750 82,500 82,500 412,500 
1952 155,750 155,750 66,750 66,750 445,000 
1953 178,000 178,000 44,500 44,500 445,000 
1954 200,250 200,250 22,250 22,250 445,000 
1955 (and 

later years) 222,500 Vd feo) | es are? 288A 445,000 


by the Senate Finance Committee 


the faster payment schedule, for a 








in two equal installments of $222,500, 
one on March 15 and one on June 15. 

All this is aside from an excess-profits 
tax. Congress is likely to adopt such a 
tax late this vear or early next, applicable 
to profits earned after Jan. 1, 1951. Then 
there will be another big tax bite out of 
the earnings of corporations. 

The Mills plan, presumably, will be 
made applicable to excess-profits taxes 
as well as regular corporate taxes. The 
first installment payment on the excess- 
profits tax, however, is not likely to 
come due before March 15, 1952. 

Other tax changes, some of which 
will affect the way taxpayers run their 
businesses, will be written into the same 
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—Canfield in Newark Evening News 
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bill. In all the excitement over the drive 
for higher rates, some important changes 
in tax rules have escaped notice. It is 
possible now to get a line on what the 
new rules will be. On many points, the 
House and the Senate Finance Commit- 
tee are in agreement. 

Holding period under capital-gains 
tax rules, for example, is to be cut in half 
—from six months to three. This means 
that a man will be able to buy stock or 
real estate, hold it for as little as three 
months before selling it, and take ad- 
vantage of the capital-gains tax rate on 
any profit he realizes out of the deal. 

This departs from the general aim of 
the bill, which is to tighten up the tax 
laws. Yet both the House and the Senate 
Finance Committee have approved the 
reduced holding period. Probable eftec- 
tive date will be Jan. 1, 1951. 

Averaging of business losses over 
good years and bad, for tax purposes, is 
to be set up on a new basis. This, too, has 
approval from both the House and the 
Senate Finance Committee. 

Present law permits five-year averag- 
ing of business losses—with a two-year 
carry-back and a two-year carry-forward. 
New plan calls for reducing the carry- 
back to one year, and extending the carry- 
forward to five years. This will mean a 
seven-year averaging period. Idea is to 
stimulate investment of private money 
in new businesses. 

In other areas, the new bill will have 
the effect of increasing tax burdens. 

Colleges and some other _ institu- 
tions that now enjoy full exemption will 
find, after this year, that they must pay 
taxes on their “unrelated” business earn- 
ings. The regular corporate rates will 
apply. This provision of the House bill 
has been approved by the Senate Com- 
mittee. 

Unrelated earnings are those not di- 
rectly connected with the primary activ- 
ities of the institution. A college-owned 
bookstore on the campus, for example, 
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will not be taxed. But a department 
owned and operated by a college wil] j, ; 
subject to corporate taxes on Whatey 
profit it earns. Churches and farm ¢o. r 
eratives are not to be affected }y he 
change. 

A private business organization L, 
future vears will not be exempt f1 
taxes just because its profits go to a; 
lege, a university or some other exer) 
institution. A widely discussed case ; 
point involves a big macaroni fact 
C. F. Mueller Co., which claims exey 
tion on the ground that the compan 
operated for the benefit of the New York > 
University School of Law. 

The new law also will get at cases 
which an exempt institution — borro is 
money, buys a business concern, thy 13 
rents it to private management on a Jong Hi 
term lease. The institution's rental j wi. 
come is exempt. Rent that the mana 
ment pavs can be deducted from profits 
for tax purposes. The previous owners ; st 
the business get new capital. Plan 
Congress is to tax the institution on i > 
rental income from such pronerty, » 
vided it is leased out for longer tha 
five vears. This income, however, wi ef: 
be taxed only to the extent. that 
represents a return on borrowed moi fo! 
ev. When, for example, the debt ( 
the property has been cut in half, th Ger 
tax will apply to only half the renta 
income. Lin 

“Collapsible” corporations, temp ity 
rary companies set up for the purpose oi 
converting stockholders’ ordinary income cal 
into long-term capital gains. are to los flc 
their tax advantage. 

Amateur authors and composers wi 
be given the same tax status as profes Saé 
sionals. They will have to pay full inco: inc 
rates, instead of capital-gains rates, 
sales of copyrights. Question of amatet be 
inventors is unsettled. 

Still at issue between the House a i 
Senate are some major tax questions. ced 

Withholding tax of 10 per cent ste 
dividends was voted by the House, 
the Senate-Committee turned it down 

Interest rate paid by the Treasur) typ 
overpayments of taxes, now 6 per ¢ les 
would be cut to 3 per cent by the How 
bill. Senate Committee voted to 0 
that provision. >: 

Life insurance companies are | wor 
come under a new formula that will su 
ject them to taxes on their investmet! sev 
earnings. Issue is whether to make the! 

. - . “mnanhtwe “7 a C 
formula retroactive to 1947 or 1949. i Tan 


One way or another, the omnibus ta 
bill soon to be passed by the Senate Wi 
affect nearly everybody. A few will gt to 
tax relief. The great majority will 1 
themselves paying higher taxes. And this 
bill will not end the search for new reve 
nue. Still more tax increases are «ue 
in 1951. 
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Business Around the World 
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Case 
= LONDON....PARIS....-MEXICO CITY....JAKARTA.... 
npan 
ew Yor >> Steel capacity is the gauge of Western Europe's war-production potential. 


Total capacity is 62 million short tons a year. Of this, 8.6 million tons 











CASES 


borro is not being used now. This slack could be utilized for defense purposes. 

h Hitch is that almost all the surplus is in low-grade carbon steels. Squeeze 

ntal in will be in alloy steels needed for armor, shells, bombs, jet engines. 

manag Labor or raw-material bottlenecks should not trouble Western Europe's 
steelmakers. Labor is plentiful. So is iron ore. Coke may get a little tight. 





n on tt >> When it comes to individual countries, steel problems begin to multiply. 

7 Britain already is running steel mills at capacity. Biggest rearmament 

er, WI effort will be in Britain. Biggest strain will be there. Allocations of steel 
for civilian and export use will be cut back as war orders are placed. 

lebt ¢ Western Germany has unused steel capacity of about 2.4 million tons. But 





German production is already above the limit set by occupation authorities. 
Limit will be lifted shortly. Rub in Germany is that little alloy-steel capac- 
tem ity is left after dismantling. But German carbon steels can be used for freight 
cars and many other items Supporting the defense effort. Germans have been 
to los flooded with American orders for steel in the last month. 
France has been having trouble exporting steel. Mills in France and the 
profes Saar have unused capacity of about 4 million tons right now. French steel 
inom industry is in the midst of a huge modernization program. Given time, it will 
be the most modern steel setup in Europe--with adequate alloy-steel capacity. 
Belgium and Luxembourg have 2.2 million tons of unused capacity, are re- 
ceiving U.S. orders. Neither country has any alloy steel to speak of. Other 
pent steel countries in Western Europe have minor steel capacity and no surplus now. 
So the surplus in Europe's steel is unevenly distributed and is not in the 
sur type--alloy steel--needed most. Still, fully utilizing what is available will 
gel: lessen the coming strain on the U.S. steel industry. 








>> Hedging operations are driving up gold prices in black markets around the 
are | world. This has been so ever since Korea burst into flames. Previously, for 
.stment several months, unofficial gold prices were close to the official $35 rate. 
es Gold price in Paris is up around $45 an ounce. It's moved up, too, in 
bus ta Tangiers, Bombay, Hong Kong and in Canadian markets. 
te WI Snatching for gold reflects people's desire to hedge against inflation and 
ro to dodge the tax collector by secreting wealth or moving it about. 
nd this But there's just so much gold floating around black markets. Supply is 


W Tem limited by hoarding, governmental controls and official buying. 
re due 
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BUSINESS AROUND THE WORLD--(Continued) 


Next best bet in the currency line for hoarders still seems to be the 
dollar. It's recognized that prices will probably move up more and the dollar's 
real value will decline. But there's much more faith in the dollar than in any 
other currency. If the bottom drops out of the dollar, the democratic world 
will have been wrecked anyway. That's the feeling in Western Europe. 

Black markets for dollars, consequently, have sprung up again in Paris ang 
Rome. Rates are well above official rates. Big-denomination bills are prized, 

Reappearance of spread between official and black-market rates for dollars 
isn't pleasing to French and Italian treasury officials. But a premium on dol- 
lars is likely as long as Western Europe seems in a perilously exposed position, 











>> Meanwhile, dollars are piling up in Mexico. In fact, dollars are so 
plentiful in Mexico that they are selling at a slight discount in private banks, 

Flight of capital into Mexico from the U.S. and Europe has brought in an 
estimated 30 million dollars in dollars and gold since Korean attack. War scares, 
tax scares, worries about blocking bank accounts play a part in these moves. 

Mexico is building up its supply of dollars in other ways, too. Reserves 
rose a bit last year because of a favorable trade balance with the U.S. and 
substantial tourist expenditures. This year, prospects are even better. 

Many more American tourists are swarming over Mexico, buying more. 

Mexican exports to the U.S. should increase. U.S. will be buying more 
strategic materials such as copper, zinc, lead, sisal. Also, the short U.S. 
cotton crop should bolster sales of Mexican cotton. Mexican vegetable and fruit 
sales in the U.S. should stay high at favorable price levels. 

Improved dollar position means Mexico will buy more in the U.S. Easing of 
curbs on imports of American goods is likely very soon. Mexican Government, like 
the Argentine and Indian governments, is worried that U.S. war preparations may 
cut down on export shipments. It seems better to buy now than to lack later. 

Mexican import restrictions on U.S. goods date back to 1947, when Mexico 
was fast running out of dollars. Chief restrictions are on such things as 
automobiles, refrigerators, radios, electric motors. Easing of curbs on such 
imports may come first, before U.S. Supplies are affected by war ordering. 

















>> Another country beginning to accumulate dollars is Indonesia..... 

Indonesian trade has turned a decisive corner in recent months. A substan- 
tial export surplus is being shown, in contrast to an excess of imports in 1949. 

Value of all Indonesian exports doubled between February and May. 

Rubber is the main reason. Rubber exports have shot up, are now in record 
volume. Rubber price has trebled in six months. Expectation now is that rubber 
production this year will climb a third higher than last year. 

Tin production and exports are also up. Same is true of petroleum, kapok, 

alm oil, among the major exports. Dollar take from export sales is multiplying. 
Stepped-up buying by the U.S. for war purposes makes prospects for Indonesian 
exports and dollar earnings very favorable indeed. 

Trade improvement, together with the U.S. loan of 100 million dollars last 
February, is heightening Indonesian appetite for American goods. Main buying is 
likely to be in capital goods. Sugar factories, for example, need a lot of re- 
habilitating. U.S. will make sure Indonesia gets what is needed, even if some 
other markets have to go short. Keeping Indonesia happy and turning out strategic 
materials in large quantities is a key part of U.S. policy in the Far East. 
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Plus and Minus 


INDICATORS OF BUSINESS 


Prices have drawn closer to their 
1948 peak as consumers and busi- 
nessmen buy heavily, and military 





impact of War on Prices 
(28 Basic Commodities) 











budgets in the U.S. and Europe _ [Per Cent 
continue to grow. 7 faites 
Wholesale prices rose again in the 
week ended August 8 and were less 100 
than 3 per cent below their 1948 
peak. Industrial goods climbed to a ir 
new record high, offsetting declines f 
in farm products and foods. Build- 90 fr 


ing materials, textiles and chemicals 
were up sharply. 

A pause has been made by sensitive- 
commodity prices in their sharp ad- 80 
vance following start of the Korean 
war. On August 9 the BLS index 
of 28 sensitive commodities, shown 









































in the top chart, was less than 1 per Monthly Daily 

cent above July 28, though still 16 10 FASONDIFMAMITASONDIFMAM June 23 to Aug. 8 
per cent above June 23. From July 14s 6199 6“ —1950-— 
28 to August 9 prices of hogs, steers, Source: BLS 6 1950, By U.S. News Pub. Corp 


lard and some other domestic farm 
products lost part of their earlier 
gains. Their losses offset further 
gains in imported commodities, such 
as wool, tin, burlap, silk and cocoa 
beans. 

Scare buying by consumers subsided 
a bit more in the week ended 
August 5 but was still in progress. 
Department-store sales declined 
from 395 to 368 on the indicator, 
remaining 30 per cent above a year 
ago, 24 per cent above June. 

Business purchases for inventory ap- 
parently are still heavy. Carload- 
ings of manufactured goods rose to 
a level 19.5 per cent above a year 
ago in the week ended August 5 
and were 4.4 per cent above 1948. 


Inventories of business on July 1, 
just after start of the Korean war, 
had jumped to 56.3 billions, up al- 
most a billion in a month. 

Raw-material supplies of the world 
are to be taxed by arms production. 
The U.S. military program calls for 
over 30 billions in new funds for 
the fiscal year ending June 30, 
1951, including 5 billions for arms 
aid to other countries. Britain is to 
spend 9.5 billions for arms over the 
next three years, France 5.7 bil- 
lions. Denmark, Norway and Bel- 
gium are increasing their military 
outlays. 

Foreign trade of the U.S., expand- 
ing in June, is soon to grow sharply. 


OFFICIAL INDEX * 
| (1935-39=100) 


(MONTHLY 












ACTIVITY 


Imports, at a rate of 8.3 billions per 
year in June, are to rise as the 
United States buys foreign raw ma- 
terials at high prices for stockpiling 
and for production of military 
goods. 

Exports, at a 10.5-billion rate per vear 
in June, will be swollen by larger 
shipments of arms to Europe. 

Gold and dollars held by other coun- 
tries have already risen over 1.5 
billions in the last year. Tendency 
will be for other countries to pile 
up still more gold and dollars as 
the United States pays dollars for 
its imports and gives away exports 
under the ECA and arms-aid pro- 
grams. 

Foreign purchases of U.S. civilian 
goods may be stimulated by the 
increase in foreign gold and dollars. 
In that case, some of the gold and 
dollars will flow back to the United 
States and other countries will ac- 
cumulate If,” however, the 
U.S. uses rigid export controls to 
limit the drain of civilian goods, 
foreign purchases will be curbed, 
but gold and dollars abroad will 
accumulate faster, to be spent at 
some later time. 

The pattern of World War Il, when 
U. S. exports were swollen by Lend- 
Lease while other countries piled 
up gold and dollars, may be re- 

peated in the period ahead, though 
on a smaller scale. Rising foreign 
demand for U.S. civilian goods 
threatens to add to the inflationary 
pressures growing out of military 
spending. 
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COUNTER CRUSADE AGAINST COMMUNISM 


(We present on this page extracts from a letter written by Jan J. Erteszek, a naturalized Ameri- 
can who is a successful businessman in Los Angeles. He was born in Poland and received the 
degree of Doctor of Laws at the University of Cracow. He spent 1939 and 1940 in the Russian 
part of Poland. His descent and background give him an understanding of the Slavic mind. 
This, together with his Americanism, enables him to make a convincing presentation of the 
faith needed to combat world communism.—David Lawrence, Editor) 


HE MAIN DIFFERENCE between Communism and our 

philosophy of life is of a spiritual character and 
revolves around beliefs pertaining to the nature and 
destiny of human beings. Thus, it is in the realm of 
faith that our conflict must be fought out. 

We might defeat the Russians by force of arms alone 
but never will we defeat Communism by force of arms 
alone. If we lose the spiritual battle, we will have 
gained nothing except chaos and spiritual vacuum. 

The main precept of our philosophy of life is not 
democracy, but our faith in God—consequently also 
our belief in sovereignty of the soul and dignity of 
human beings. As believers we follow, obey and seek 
God. Our founding fathers have thought democracy 
to be the best system of government to fulfiJl the spir- 
itual objectives and aims for which they have come 
to America. 

Communists, on the contrary, live without and 
against God. Our lives are determined by morality— 
theirs by expediency; ours by belief in the higher des- 
tiny of the human being—theirs by contempt of his 
limitations; ours by hope and faith—theirs by material 
gain and human greed; ours by brotherly love—theirs 
by class hatred; ours by trust—theirs by cunning. 


Democracy is a system of government—the 
best that has been known to civilized people, but it is 
not the common denominator of all righteous peoples 
of the world. 

Only to the American has the word “democracy” 
an emotional appeal. For better or for worse, it is 
absolutely meaningless to the great mass of little peo- 
ple in the rest of the world. If they are sufficiently edu- 
cated, and most of them are not, it will be at best for 
them an intellectual or political term. I can assure you, 
however, that the Polish peasant, the Russian worker, 
the South American peon or the Hindu untouchable 
does not emotionally react to the term “democracy.” 

No system or way of life has survived once it was 
satisfied to limit its efforts to its own preservation. We 
must not be content just in preservation of our way of 
life alone. We must have an ideal which in free inter- 
play of social and spiritual forces will find its prophets, 
its zealots, its missionaries, and its converts. 

Our great moral cause must be an expansive, posi- 


tive, universal ideal. On behalf of this ideal, we must} 
ready to crusade among all the peoples of the worl 
to rally universally the masses to our standards ap 
lead them to a better and nobler tomorrow. 

God only, and our trust in Him, is the great mo 
cause in which we differ from the Communist. Gog 
and trust in Him, is the common denominator betwee 
us and all peoples of the world. 

One cannot serve God and Communism at the sag 
time. When one chooses to serve Communism he hi 
made a decision to “sell his soul,” either for materi 
gain or other advantage. He has decided to trade hij 
freedom for whatever gain he has been promised ind 
vidually or for a group. The Communist chooses tob 
come a spiritual and, in due course, a physical 
Once he becomes a slave he is at the mercy of hism 
ters who do not deem it necessary to keep their prom 
ises to their slaves. Thus, he serves the cause of B 

It is God against Devil, as basic and simple as th 
There is no choice in between. All the people, humb 
and mighty, educated and simple, know where Godi 
and where Evil is. One does not need for this intelleg 
tual speculation. There is a divine spark in every 
man being no matter on which side of the fence he 
and it can be kindled into a great fire against evil ai 
for justice under God, for peace, brotherly love, itt 
dom, and equality, for a nobler and better tomort 


If we truly believe in Godly justice, we m 
find a solution for human ills, for privation, for race 
class hatred. In the economic field, we must suppe 
thorough land reform in all agricultural countries. 
cannot close our eyes to the plight of millions of an 
poor and landless peasants. We must provide f 
with tools to pursue their endeavors. For the rest 
the people we must give assurance of the right to wal 
at a decent wage. Land reform and the privilege 
work for a decent wage will not destroy the capitalif 
system of economy but, on the contrary, will rem 
its greatest weakness—the fear and frustrations of 
contemporary man. It is the frustrated and fearfult 
who are the Communist’s prey. 

The Red horde is on the move, the time is running 
fast. If we do not win this spiritual conflict, noth 
will matter. Let’s take the banner and lead the 
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No othen Bond can match 
that Kentucky Tavern taste 


Distilled and Bottled in Bond Under Supervision of the U.S. Government—OGlenmore Distilleries Company, Lourst 
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They give a lift to your budget, too! 


Don’t be surprised if the youngest member of your family 
can easily lift a venetian blind of Alcoa Aluminum, for its 
sturdy slats are feather-light. Your budget gets a lift, too, 
with these modern blinds. In natural finish, or brilliant 
color, they’re lustrous, lasting, easy to clean, economical. 

. Sixty-two years of Alcoa development pioneered the way 
to such “better buys” in aluminum, for home, farm and 
industry. Equipment for work and leisure that is lighter, 
stronger, more lasting than any ever built before. ALUMINUM 
COMPANY OF AMERICA, 1796 H Gulf Bldg., Pittsburgh 19, Pa. 











FOR LIGHT, LASTING household aids that 
are easier to live with, ask your dealer to show 
you the ones made of Alcoa Aluminum first! 
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The light metal 
that lasts 





